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BY ANY OTHER NAME... 


Dear Reader, 


When you take this number out of its wrapping you will no doubt be 
surprised to see that our magazine has changed its name from “Annals of 
Collective Economy” to “Annals of Public and Co-operative Economy”. 

This is not the first time that the “Annals” has changed its name. Those 
of you who have read the inside of the front cover will already know that the 
name Edgard Milhaud chose for his review when he founded it in 1908 was 
“Annales de la Régie directe”. The title “Annals of Collective Economy” was 
not used until 1925, when the EE and German-language editions were 
started. 

The change of title expressed Milhaud’s desire to widen the field of his 
research — which had previously been confined to the study of various types 
of public undertakings —to embrace the whole of the public sector of the 
economy; the co-operative sector— which, although forming part of the 
private sector, embodied a number of characteristics of the public sector 
(and in particular the ideal of service); and the economic activities of the 
trade unions. 

It may well be that Milhaud was led to change the name of the review 
by his familiarity with the German language, in which all these activities are 
covered by tne single word “Gemeinwirtschaft”. In German the word is so 
familiar that it is even found in advertisements — there is even a “collective-. 
economy bank” (Bank für Gemeinwirtschaft). On the other hand, in both 
English and French the term “collective economy”, in the meaning in which it 
is used by Milhaud, represents something new. Even in French the term is 
not yet completely accepted; its acceptance is still a matter of time. Among 
English-speaking people hostility towards the term “collective economy” is even 
more categorical in spite of the fact that the term has been in use for a 
number of years. It evokes too directly the image of “collectivist economy” 
— a term which most English-speaking writers use to designate economies 
regulated by authoritarian planning of the Russian type. 

We have been told by many of our most enthusiastic supporters in the 
United Kingdom, Canada, the United States, Norway, Sweden and elsewhere 
that the name under which this magazine has been published for nearly forty 
years is misleading people and prejudicing them against us. 

Obviously, we are not suggesting that economies regulated by authoritarian 
planning are not deserving of study. In a number of countries, including 
Belgium and the United States, there are advanced post-graduate institutions 
established for that specific purpose. But the main purpose of the “Annals” 
is the study of the public and co-operative sectors of the economy in countries 
with democratic political systems; the fact that from time to time objective 
studies of specific problems in communist countries, which are deemed by the 
editors to be of particular interest, are published in the “Annals” is irrelevant 
to the fundamental purposes of the review. 

When Edgard Milhaud selected the name “Annals of Collective Economy” 
for the English edition he added the explanatory sub-title “Municipal and 
National Trading — Co-operation — Economic Planning”. Obviously the use 
of this sub-title could not continue indefinitely; a name which requires expla- 
nation cannot be a good one. 

The change of name of the “Annals” does not imply any change in the 
range of subjects it covers. On the contrary, it is our hope that the new name 
reflects more accurately the range of subjects covered by the “Annals” since 
its inception. 
Paul LAMBERT. 


THE DEVELOPMENT OF THE PUBLIC SECTOR 


by Vincenzo APICELLA, 
Doctor of Law 


I. State Intervention in the Public Utility Sector 


1. Origins: the Autonomous Public Corporation. 


In Italy, as in other countries with non-collectivist economies, the 
public sector was originally established with the aim of bringing 
certain public services under state monopoly control, 


During the first phase of the history of public undertakings in Italy 
— which, roughly speaking, covers the period 1890-1914 — direct 
intervention by the public authorities was substantially confined to certain 
essential services. In acting thus they were following the then generally 
accepted principles governing economic activity by the State in capitalist 
countries, according to which the State should undertake entrepreneurial 
responsibilities only in connection with the performance of public works ` 
or the execution of projects of public utility which were not of interest 
to private enterprise. 


The main reasons for declaring a particular branch of economic 
activity a “public utility” were, first, the need to ensure that the goods 
or services provided by that particular branch were available in suffi- 
cient quantities and at prices at which they were available to the 
general public, and secondly, the absence of competition in the supply 
of those goods or services, the provision of which by monopoly was 
either the logical method or inevitable for technical reasons. According 
to the beliefs currently held at that time, only where such circumstances 
obtained was the transfer of the branch concerned to public ownership 
justified, the argument being that the service in question could not 
achieve its aims under a system of private enterprise. 


In other words, it was held that public management should be 
guided, not by purely economic criteria—- that is to say, the desire to 
earn an entrepreneurial profit— but by political and social conside- 
rations, namely the importance of ensuring that a particular good or 
service is always available to the community as a whole in given 
quantities and at a given price. | 
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It followed from the foregoing that the only acceptable type of 
intervention by public authorities to establish a public service was 
a complete takeover by the central government. Consequently interven- 
tion of this kind was always effected by the establishment of an 
autonomous public corporation for administration subject to the same 
rigid and unambiguous rules as the public administration itself. 1 


The first important case of state intervention in economic activity to 
establish a public service was the nationalisation of the railways in 
1905. The establishment of the State Railways Corporation was 
followed successively by that of the Autonomous Department for the 
Administration of State Monopolies, the State Forest Corporation, the 
National Corporation for State Highways, the State Telephone Corpora- 
tion and the Autonomous Post and Telegraph Corporation. 


The relatively limited autonomy of these corporations — which 
were piaced on much the same footing as departments of the essential 
government — is justified by the restriction of state economic interven- 
tion to the field of public utility services. In fact, the general lines 
of policy to be followed by each corporation are laid down by the 
Minister in charge oî the responsible ministry. 


Nearly all the corporations are organised on similar lines. At the 
head of each is the responsible minister, who is assisted by the board 
of directors and a director-general. 


Only a very few of the service-producing sectors of the economy were 
actually transferred to state ownership. Direct state intervention was 
concentrated in the transport and communications sector (railways, 
highways, post, telegraphs and inter-city telephones). 

The very limited extent to which nationalisation measures were 
enacted is due to the fact that, in accordance with the principles 
governing economic activity at the time, state intervention was not 
intended to modify in any way the institutional structure of the existing 
economic system. The belief generally held was that state intervention 
was justified if designed to establish, develop or maintain activities 
of benefit to the community but which no private person or organisation 
could profitably manage or to provide services the public-utility 
character of which was clear and the transfer of which to state 
ownership would not give rise to any major controversy. In fact, the 
nationalisation of particular services was looked upon as an extension 
of the States public works policy. Thus nationalisation remained 
within the generally accepted bounds of the activity of the State under 
a liberal régime, namely the establishment of the conditions most 
conducive to the development of productive activity which was the 
responsibility of private enterprise. 


1 For a more detailed analysis of the legal characteristics of autonomous public 
corporations,. seé the writings of Carabba-Merusi. 
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2. Municipalisation. 


Direct intervention by the public authorities in the service sector was 
much more far-reaching at the local level. Since the first Act concerning 
municipalisation was adopted in 1903 the local authorities have 
entered into a steadily increasing range of activities designed to 
satisfy the needs of local communities — urban transport services, 
public health and hygiene services, the supply of power for domestic 
use and street lighting, and the supply of water and other services 
essential to any community. 


The extent of intervention by municipal and locai authorities has 
also been relatively limited. The Municipalisation Confederation has 
estimated that in 1961 only one-third of all the general utility services 
existing in towns with over 20,000 inhabitants were municipally owned. 


In some essential sectors, such as the generation and distribution 
of electric power, transport and the sale of medicines, only a small 
percentage of the existing services were municipally owned or controlled. 
However, the percentages were much larger in other sectors, such as 
water supplies, sanitation and street-cleaning, markets and slaughter- 
houses. 


At the end of 1961 municipal corporations had a total of approximately 
75,000 employees, controlled investments totalling 700,000 million lire 
and had annual revenues amounting to over 250,000 million lire, 


A local authority can establish a municipal corporation to manage 
a public service on its behalf. Where it does this it is administering 
the service directly through the corporation, which is completely 
autonomous; however, all the assets used and controlled by it belong 
to the local authority and it has no separate legal personality. An 
alternative method is the establishment of a private-law joint stock 
company all or the majority of the shares in which are held by the 
local authority. There is also a third method, under which the 
service is managed directly by the bureaucratic machinery of the local 
authority. Over 70% of all municipally owned services are managed 
in this way. It should be noted that where this system is used the 
service is usually relatively undeveloped. 


Municipal ownership is most prevalent in central and northern 
Italy. As was mentioned earlier, 36% of all public services in towns 
of over 20,000 inhabitants are municipally owned; of these, 41% are 
in Central and North-Eastern Italy, 37% in North-Western Haly and 
only 32% in Southern Italy and the islands. 


At present municipalisation is making progress only in the sectors 
in which there are special problems which can best be dealt with at 
the local level. One sector in which there is particular scope for the 
development of control by local authorities is that of urban transport; 
the complexity and urgency of the problems in this sector, particularly 
in the big towns, are such as to make direct action by ‘the local 
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authorities — possibly with the technical and financial assistance of the 
central government — desirable. Another sector in which the activity 
of local authorities is expanding is that of housing; the recently 
adopted Act on the establishment of municipally owned building areas 
will certainly encourage local authorities to expand their housing 
construction activities. 


In other sectors— ranging from the construction of buildings 
housing communal services (schools, hopitals, etc.) to agriculture — 
the general tendency today is to try to develop forms of management 
corresponding to conditions in the region concerned. This tendency 
will become more marked when effect has been given to the con- 
stitutional provision which calls for the development of autonomous 
regional machinery of government. 


However, the recent legislation nationalising the electricity industry 
— even though it provides for the allocation of concessions to local 
authorities — has raised a fundamental problem relating to the 
management of essential public services in that it has brought out 
into the open the question of the desirability of management of such 
services under the direct control of the central government and with 
co-ordination at the national level. 


3. Insurance. 


Insurance cannot be considered as a conventional public service; 
nevertheless, as early as 1912 the central government decided to 
establish a state monopoly for life insurance and to create a “national 
institute (INA)” to administer it. 


In particular, the INA was given responsibility for the promotion 
of insurance-mindedness among the different social classes. 


Before this legislation could be put into force it was repealed 
by an Act adopted in 1923; this Act reopened the life insurance 
sector to Italian and foreign private companies, but nevertheless 
reserved for the State (acting through the INA) a predominant position 
and certain supervisory powers in the sector. Today the INA is one 
of the three largest insurance institutions in continental Europe; in 
1962 it had technical reserves of over 330,000 million lire. 


In other sectors of insurance state intervention dates back even 
earlier — as early as the end of the nineteenth century. The first example 
occurred in 1898, when compulsory insurance against employment injury 
for workers in certain industries was introduced; previously the only 
insuranceiavailable for such workers had been provided by workpeople’s 
mutual aid societies and philanthropic societies. Initially the scheme 
was managed by a special institution known as the National Industrial 
Accident Insurance Fund— and by private companies;* gradually, 
however, the whole scheme was taken over by the Fund, which was 
subsequently renamed the National Industrial Accident Insurance 
Institute (INAIL). 
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Another measure taken in 1898 was the establishment of the National 
Worker's Invalidity and Old-Age Provident Fund (later called the 
National Social Insurance Institute — INPS); it was financed by 
voluntary contributions from members and state subsidies. Owing to 
the paucity of its resources its success was limited. In 1919, after 
an experiment affecting workers in establishments indirectly concerned 
with war production, a compulsory old-age and invalidity insurance 
scheme was introduced for all workers in industry, commerce, public 
services, and domestic service, home workers and salaried employees 
with salaries below a certain ceiling and for persons with fixed salaries 
or employed on a daily basis in agriculture. The scheme was later 
extended to cover the principal categories of self-employed persons 
and the members of insured persons and pensioners’ families. 


Unemployment insurance, too, was originally organised on a 
voluntary basis with contributions from the members supplemented by 
State subsidies. It was not made compulsory until 1919. The scheme 
was initially managed by the National Placement and Unemployment 
Institute ; responsibility was subsequently transferred to the INPS. 


The INPS was also given responsibility for the management of 
the tuberculosis insurance scheme, which was established in 1927 
for workers covered by the invalidity and old-age insurance scheme 
and subsequently extended to include other categories of employees, 
and also that of the Joint Family Allowances Fund in 1937, Lastly, 
the National Sickness Insurance Institute (INAM) was established in 
1943 to take over the management of sickness insurance from the 
already existing mutual ail institutions for employees. 


The most important of the existing public provident institutions 
is certainly the INPS; it is responsible for compulsory invalidity, 
old-age and survivors’ insurance, unemployment insurance, tuberculosis 
insurance, the administration of family allowances and the management 
of the fund responsible for making up the earnings of industrial 
workers on short-time. It is a public-law entity with separate legal 
personality and independent management; it acts, however, under the 
general supervision of the Ministry of Labour and Social Insurance. 
It provides invalidity, old-age and survivors’ insurance for over 16 
million persons, unemployment insurance for over 8 million and 
tuberculosis insurance for over 13 million. The benefits paid by the 
INPS are equivalent to approximately 8% of Italy’s net national income. 


4, Pawnshops and Savings Banks. 


No description of the public sector in Italy would be “complete 
without some mention of the activities of the pawnshops and the savings 
banks. 


Pawnshops in Italy originated during the second half of the fifteenth 


century; they were founded by the Franciscans to combat usury and 
received the Church’s blessing as charitable works. After the 
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unification of Italy—in 1898, to be exact— they were officially 
recognised as welfare and credit establishments. All pawnshops are 
public-law economic undertakings empowered to grant loans against 
pledges and to carry out credit operations of other types. In 1923 
they were classified in two categories according to the nature of the 
assets held by them. Pawnshops in the first category were placed 
on the same footing as savings banks and can perform all the trans- 
actions normally carried on by savings banks; those in the second 
category can only acquire state bonds and grant loans against them 
or grant loans against salary pledges of public employees, who pay 
one-fifth of their salaries in repayment of loans received. They may 
also grant loans against pledges of real estate on a mortgage basis. 
In 1962 there were 11 pawnshops in the first category and seven in the 
second. 


The first savings banks appeared in the province of Veneto in 1822; 
they were started as extensions of the activities of the local pawnshops 
with a view to providing a convenient means of saving and for the 
provision of credit. In 1888 they were placed under the general 
supervision of the Ministry of Agriculture, Industry and Commernce. 
In 1927 the smaller ones were compulsorily amalgamated; this measure 
brought the number of savings banks down from 203 to 112. Today 
there are approximarely 80; their activities are co-ordinated by an 
institution known as the Credit Institute for Italian Savings Banks. 
They have to be registered and are under the general supervision of 
the Bank of Italy. They are allowed to carry out all transactions 
normally carried out by ordinary credit; institutions and a certain 
number of special types of transaction of a medium-term and long-term 
investment character. They are not required to comply with the 
legislation relating to compulsory reserves; however, they are required 
to form a special reserve, consisting of 20% of the increase in deposits 
each month, which must. be invested in Treasury bonds or deposited 
with the Bank of Italy; in addition, they must deposit 70% of all 
amounts placed to reserve until the amount so deposited reaches 10% 
of total deposits. 


H. Intervention in Industry 


1, “Rescue” Operations in the Banking Sector: Establishment of 
the IRI. | 


The fundamentally laissez-faire principles which governed economic 
policy in Italy up to the end of the First World War and even later 
did not prevent the public authorities from intervening in industry. On 
the contrary, as it was generally accepted that one of the essential 
functions’ of government was the promotion of conditions favourable to 
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the free development of private enterprise, state intervention was 
actually welcomed wherever it was designed to promote or foster 
private initiative. 

Industrial development in Italy, which began relatively recently, took 
place in such a way that not only direct intervention in accordance 
with conventional economic principles designed to foster general con- 
ditions favourable to economic development, but also intervention 
designed to foster specific conditions conducive to the development 
of particular branches of economic activity or to facilitate particular 
ventures — such as customs duties designed to protect Italian industry, 
tax exemptions designed to facilitate particular undertakings, etc. — 
were considered not only necessary but desirable as well. The relatively 
iate development of industry — and, in particular, of the capital goods 
industries—in Italy provided additional incentives for government 
action to provide financial and other support. The first examples of 
such support are to be found in the history of Italy in the years. 
immediately following unification; (the support given to the Ansaldi 
shipyards by Cavour is typical). 


After the First World War the scale of state intervention of this 
kind increased, to a considerable extent on account of the political 
changes which were taking place. Laissez-faire systems were abandoned 
in favour of an interventionist policy, which one might have expected 
to be based on the principle of subordination of private indvidual 
interest to a higher national interest. 


In practice, however, the public authorities continued to follow, on 
an even larger scale, their policy of supporting the major industries 
particularly in the sectors in which the interests of the main industrial 
groups coincided with the aims of an economic policy designed to 
promote national economic self-sufficiency and to provide adequate 
protection against international competition; the main sectors concerned 
were hydro-electricity generation, the iron and steel industry, and the 
ship-building industry. 


The 1927 Labour Charter, which was in a sense a public statement 
of the principles underlying the Government’s economic policy at that 
time, stated that public intervention in industry “may take the form of 
direct management, the issue of regulations or the provision of 
incentives”. There was a definite tendency on the part of the public 
authorities to follow the last two of these courses: they laid down a 
series of regulations and established supervisory machinery, and finally 
— in 1932 — issued regulations establishing compulsory consortia of 
industry in each sector. In 1933 the Government even went so far 
as to require any person wishing to establish a new factory to obtain 
a government permit to do so, 


However, the numerous new regulations adopted did not curtail the 
substantial measure of independence left to private enterprise, and 
particularly the larger units. In fact, the main industrial organisations 


} 
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were able to exercise considerable influence on the Government’s eco- 
nomic policy. Their influence was certainly much greater than that of the 
workers’ organisations, even though both were formally members of 
the industrial corporations. 


The establishment of the consortia encouraged concentration in 
industry and monopolistic ententes. In addition, private entrepreneurs 
were granted a number of concessions, such as exemption from tax 
on share issues and on inheritance taxes; at the same time the emphasis 
of fiscal policy was gradually transferred from direct to indirect 
taxation. 


In contrast, the State only took direct charge of industries and 
branches of industry when the measures described in the previous 
paragraphs proved insufficient to secure prosperity in certain major 
sectors of industry which needed credit and aid on a particularly large 
scale; in some cases'it was necessary to pledge the resources of the 
government on a considerable scale to save the industrial system and 
at the same time the banking system, which had previously been the 
principal source of support for industry. 


The series of measures which made the Italian Government a major 
force in industry were taken on account of the situation which had 
arisen in the credit sector and were designed to bring about a reform 
in the banking system and banking policies with a view to ensuring 
that the banks confined themselves mainly to providing short-term 
credit. 


From the end of the nineteenth century onwards the banks had made 
great efforts to provide the financial resources required by the newly 
established industries in Italy; on occasion they had even encouraged 
the establishment of new industries and taken part in their management, 
thus taking on their shoulders the responsibilities and the risks inherent 
in the management of industrial undertakings, 2 


Where such a close relationship existed between banks and industry 
it was inevitable that a substantial proportion of bank deposits were 
invested on a long-term basis. During the First World War the main 
sectors of the capital goods industry were able to keep going on orders 
of war material; but when these stopped, the precarious situation of 
capital goods industry as a whole became apparent and the whole of 
the banking system was threatened. In 1922 the two firms in the iron, 
steel and metal-producing industries which had expanded most during 
the war — Ilva and Ansaldo — found themselves in difficulties; a year 


2 For a comprehensive description of the reform of the credit system see Pasquase: 
SARACENO: L'Istituto per la Ricostruzione Industriale (Ministero dell’ Industria e del 
Commercio), Vol. IH. The following explanations are based on that article, which is 
the most. complete and well-documented description of the origins of the IRI and its 
development up to 1954 The material on the IRI given below is taken from the same 
source. 
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earlier the Discount Bank of Italy, which had invested heavily in both 
firms, found itself unable to meet its commitments. 


When the world depression which began in 1929 started to make 
itself felt in the Italian economy the strains and stresses already 
latent became more and more acute; the State found itself compelled 
time and time again to grant loans to the institutions in difficulties 
in order to enable each of the affected banks to recover its financial 
equilibrium. The assumption underlying the Government's policy at 
this time was that, once the losses had been eliminated, the existing 
system would be able to continue to operate normally without any 
structural change. 


But as the crisis went on it became clearer and clearer that invest- 
ment of deposits in industry gave rise to risks incompatible with the 
functions of a deposit bank. Consequently the State was forced to 
exercise the responsibilities incumbent on it as the guardian of savings 
— based on the notion that the accumulation of savings and the 
provision of credit are matters of general interest — and to break away 
completely from the principles it had hitherto followed in its “rescue” 
operations (which in fact boiled down to the repayment of the banks’ 
capital losses by the State). 


A series of measures——ranging from the unification of banks of 
issue in 1926 to the reorganisation of the entire credit system under 
the Banking Act of 1936 — were introduced with a view to ensuring 
that deposit and discount banks would be unable to use their assets 
tor any other purpose than the provision of ordinary (i.e. short-term) 
credit. The object of the reforms was thus to make sure that short-term 
credit on the one hand and medium and long-term credit on the other 
were not supplied by the same institutions. 


The first major step in this direction was the establishment in 1931 
of the Italian Industrial Investment Institute (IMI) —a public-law 
undertaking established to provide medium and long-term credit for 
industry. The main instrument of the reform, however, was the 
Industrial Reconstruction Institute (IRI), which was established in 1933. 
All long-term bank investments in industrial undertakings, agricultural 
enterprises and real estate were transferred to it; in exchange the 
banks were granted credits on the IRI which were to be paid off 
within twenty years. 


The debts of the IRI to the banks at the time of its inception 
~ amounted to 12,300 million lire of the time; as the value of the holdings 
iransferred to the IRI was approximately 7,700 million lire, the cost 
of the reorganisation was 4,600 million. To this figure must be added 
losses of 1,200 million lire borne by the IRI before the reorganisation 
measures were implemented and set aside as reserves to cover future 
losses on liquidation of assets. This makes a total of 5,800 million lire 
worth of losses sustained by the IRI. To ascertain the total cost of 
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{he banking reorganisation borne by the nation between the end of the 
First World War and 1933 one must add to this total the amount 
of 5,700 million lire, which represents the losses accepted by the State 
in its interventions in the economic field between 1921 and the time 
of the establishment of the IRI; the total is thus 11,500 million lire 
at 1933 values. 


2. The Reform of the Credit System. 


The machinery for the provision of credit since the adoption of the 
Banking Act of 1936 has been divided into two sectors; a public 
sector, comprising institutions the members of whose boards of 
management are appointed by the central, regional, provincial and 
local authorities and by intermediate bodies, and a private sector 
consisting of institutions organised as joint stock companies or co- 
operative societies. 


It is of little significance whether a credit institution belongs to 
the public or private sector, as all of them are required to comply 
with the rules laid down by the supervisory authorities and adapt 
their policies to the pursuance of ams of general interest. 


In the short-term credit sector there are six public-law institutions, 
three major national banks, approximately 150 ordinary joint-stock 
banks, over 200 people’s co-operative banks, some 90 savings banks, 
and a number of small credit institutions, rural and handicraft savings 
banks and individual concerns operating on a local basis. 


The medium and long-term credit sector, on the other hand, is 
dominated by state-controlled institutions, through which the State is 
able to exercise a direct influence on the credit sector with a view 
to promoting a more comprehensive and systematic credit policy — the 
need for which became apparent during the 1929 crisis. 


This policy was gradually extended to embrace a number of 
different branches of the economy by the establishment of special 
credit institutions (for industry, public works and public utilities, 
building, agriculture, the hotel industry, the tourist trade, the film 
industry). More recently the State has established special regional 
credit institutions to finance new enterprise in the southern part of 
Italy, where a policy of industrialisation is being implemented. These 
institutions are becoming increasingly important as suppliers of capital 
for new undertakings, particularly medium and small undertakings which 
are unable to go directiy to the money market, 


3. State Share Holdings. 


The Government’s intervention in the credit sector led to more than 
just a reorganisation of the banking system on a sounder basis. The 
transfer of bank credits to industrial undertakings’ to the IRI made 
the State the owner of a substantial body of industrial assets, and 
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the State consequently found itself compelled to intervene directly in 
the productive sector of the economy. 3 


Intervention of this kind differs radically from that of earlier years. 
The preceding interventions were effected in pursuance oî a political 
decision to establish state ownership of a particular branch of activity 
of a public service character; after the establishment of the IRI, however, 
the State found itself saddled with responsibility for industrial assets 
which had been acquired, not as a result of action by the 
public authorities but as a consequence of a series of measures taken 
by those authorities resulting in the assumption of direct responsibility 
— to a greater extent than had previously been the case — for 
industrial activities to which it had previously been giving support in 
other forms. The purpose of the IRI takeovers was not to remove 
certain activities considered to be of general interest from private 
control but simply to keep the undertakings concerned going. 


It was thus in the interest of the authorities that te methods of 
actual management of the undertakings concerned should not be changed: 
and, in fact, these undertakings continued to operate — and still do 
operate -— under state ownership in the same way as they operated under 
private ownership. In these circumstances it is understandable that 
state intervention was not effected on such a general scale as in cases 
where the whole of a particular sector (such as rail transport) had 
been taken over and placed under the management of an autonomous 
state corporation established for the purpose. Here the State was 
dealing with individual undertakings and groups of undertakings which 
had to managed in accordance with the same criteria as the un- 
dertakings concerned had previously followed and which were still 
being followed by other undertakings in the sector still under private 
ownership. 


Thus the management of these undertakings under state control 
resembles that of privately owned undertakings even in form. The 
IRI itself is a public-law corporation with a certain amount of legal 
and financial autonomy; this differentiates it substantially from the 
other autonomous state corporations, which are bound by the rigid 
rules and the definite aims assigned to all public administrative entities. 
On the other hand, the individual undertakings in which the State 
has share holdings through the IRI still exist as joint-stock companies 
operating under private law; the IRI only controls their activities 
when it holds a majority of the shares or at least a controlling interest. 
This system permits individual undertakings under the IRI to act with 


3 There have been cases of state intervention in the affairs of the productive 
sector before the establishment of the IRI, but they are not of any great significance and 
cannot. be considered to be typical features of economic policies at the time. The first 
case of the acquisition of a share holding by the State was the secret purchase in 1919 
of the majority of the shares of the Trieste-Vienna railway company which was 
arranged by Mr. Stringher, then Minister for the Treasury. 


16 l V. APICELLA 





the flexibility, immediacy and autonomy essential in the management 
of industrial and commercial undertakings. 


The development of the “IRI formula” marked the beginning of a 
new stage in the development of direct intervention in the productive 
sector by the authorities and opened new fields for the development 
of methods of management and for the utilisation for public ends of 
productive activities placed under state control. 


The method of establishing state control by the acquisition of 
share holdings was adopted for later interventions too, and has now 
become a typical feature of Italy’s economic policy. A system has 
gradually developed in form and dimension which has become an 
original feature of the Italian economy. 


Fundamentally speaking, the acquisition of share holdings in 
industry by the State is merely the continuation —or rather the 
inevitable consequence — of earlier measures taken to give support to 
particular sectors of industrial activity. As professor Saraceno points 
out, the development of heavy capital goods industries in Italy was never 
a purely private matter. It was the taxpayer who was forced by 
high customs duties to provide the financial basis for the prosperity 
of the iron and steel industry (notwithstanding the fact that costs in 
that industry were considerably higher than those in other countries) 
and who paid for the orders of war material which led to the establish- 
ment of the large engineering and shipbuilding groups. Moreover, the 
steady and continuous increase in the amount of long-term bank credit 
advanced to industry clearly shows that the deposits of individual 
savers were used to meet the financial requirements of the undertakings 
concerned, while the profits — as long as there were any — went into 
the pockets of a group of financiers. The losses which occurred with 
the onset of the crises were, once again, sustained by the taxpayer 
who had to pay the cost of the rescue of the banks (the sum involved 
represented one million million lire at present-day values). 


Consequentiy the takeover by the State, through the IRI, of the 
management of the large industrial groups whose shares it took over 
from the banks was merely formal acknowledgement of an already 
existing de facto situation, namely that the State was the real owner 
of the banks and of the industrial share holdings in the banks’ 
possession. 

From the foregoing it can be seen how the State acquired its 
industrial assets. At no time was it guided by considerations of 
economic policy making it necessary or expedient, for the pursuance 
of aims of general interest, to assume direct managerial responsibilities 
in particular sectors of industry. It also explains how the State was 
led to intervene directly in such a wide range of different sectors. 
Lastly, it explains why one finds the State in control of one or more 
undertakings in a particular sector while not being. in a position to 
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control the sector as a whole, which is made up mainly of private 
undertakings. | 


This last factor is of particular significance in a system of state 
intervention through the acquisition of share holdings. The undertakings 
concerned are obliged to exist in the market in competition with 
private undertakings; consequently they must be managed in a manner 
similar to private undertakings. Their prices must be competitive; 
they must cover their costs ; and they must earn enough profits to 
build up reserves and to offer a return to the shareholders. This 
factor permits recourse to private capital to finance undertakings 
controlled by the State; and, in practice, private capital is welcomed 
subject only to the limitations necessary to safeguard the control of 
the public authorities over the undertakings concerned. 


To sum up, the acquisition of share holdings by the State does not 
by itself put the latter in a position to implement an industrial policy 
going beyond the preservation and development of the undertakings 
concerned. However, as we shall see later, the State does attempt 
to use its economic power to promote the more harmonious expansion 
of the economy as a whole. 


4, State Investment in Industry. 


At the same time the State’s industrial assets were further increased 
by measures taken by the public authorities within the framework of 
Italy's policy of pursuing economic self-sufficiency. Quite independently 
of the IRI undertakings were established in certain key sectors of pro- 
duction the dependence of which on foreign sources of supply was under 
the economic policies in force, to be reduced to a minimum; where 
private enterprise was unwilling to accept the risks involved or did 
not see the prospect of an adequate return, the State was forced 
to take action on its own account. 


Investments and undertakings of this kind were controlled by the 
Directorate-General of State Properties, State Industrial Investments 
and State-Owned Corporations, which is attached to the Ministry of 
Finance. 5 


For the most part, measures of this kind were concentrated in the 
extractive sector of the economy and were designed to develop the 
country’s existing or supposed sources of raw materials which in the 
past had normally been imported. The first of the measures taken 
was the establishment of the Azienda Generale Italiana Petroli (AGIP) 
— the Italian Petroleum Corporation — in 1926. It was established in 


5 A description of the industrial assets owned by the State, is to be found in 
the report on the reorganisation of the State’s economic investments presented to 
the Italian Council of Ministers on 9 April 1951 by Mr. La Malfa; the text was 
published in Vol. I of L'Istituto per la Ricostruzione Industriale, published by the 
Ministry of Industry and Commerce. 
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the form of a joint-stock company the shares of which were held by 
the Government, the INA and the INPS. 


The decree establishing the AGIP stated that, as the various types 
of incentives hitherto offered to encourage oil prospection by private 
industry had not aroused sufficient interest, the State considered it 
necessary, while maintaining those incentives, to intervene directly in 
the sector itself. 


Thus the AGIP was established, not to supplant or preclude private 
industry, but to compensate for the absence of private initiative in the 
sector and possibly, if it achieved satisfactory results, to offer an 
additional incentive to private industry. It was not granted any par- 
ticular privileges; in fact, it was organised as a private undertaking 
so as to be on the same footing as other undertakings in the same 
sector. The State did no more than provide the initial capital and 
funds to cover prospection costs. 


In fact, the establishment of the AGIP was only a development of 
a process of intervention which had been initiated some time earlier 
in the form of bonuses and subsidies for private undertakings. It was, 
in fact, hoped that the concentration of state intervention in a single 
publicly owned undertaking would give an even fore effective stimulus 
than the earlier measures; in other words, it was hoped that, if AGIP 
discovered oil, the active interest of private enterprise in the sector 
would be reawakened. 


In addition, the AGIP took an interest in the marketing, refining 
and processing of crude oil; to this end it opened refineries and 
processing plants in Italy and abroad. In 1936, in association with 
a number of private firms (including Montecatini), AGIP established 
the National Fuel Hydrogeneration Corporation (ANIC), a joint-stock 
company controlled by the State through AGIP but nevertheless one in 
which private companies held substantial interest. 


Lastly, in 1938 a new public corporation — the National Methane 
Corporation — was established to carry out, control and co-ordinate 
prospection for subterranean methane gas resources in Italy and to 
develop those discovered. Some time earlier small-scale private pros- 
pectors had found some pockets of natural gas in the eastern part of 
the Po Valley; but these pockets were so small that they could 
only be used locally. During the Abyssinian War and the period during 
which economic sanctions were applied against Italy, considerable 
interest was shown in the use of these reserves as motor fuels; the 
National Methane Corporation was established in an attempt to make 
the best possible use of these resources. The Corporation was also 
given responsibility for a number of governmental functions connected 
with technical and administrative control of the methane market. 


Coal mining is another sector in which the establishment of state 
contro! was motivated by the shortage of domestic resources. In 1935 
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the Italian Coal Corporation (ACAI), a public-law corporation the 
capital of which was supplied by the State, the INA and the INPS 
was founded to control the two main coal mining companies, the 
Mineraria Carbonifera ARSA (which was operating in territory which 
became part of Yugoslavia after the Second World War) and the 
Sardinia Coal Mining Corporation, which was exploiting the deposits 
at Sulcis in Sardinia. 


In 1940 a new public institution, known as the Italian Lignite 
Company, was established. There was some justification for its 
existence in the abnormal matket for solid fuels which developed 
during the Second World War; but after the cessation of hostilities 
it was put into liquidation. 


In 1936, too, the Italian Metal Mining Company (AMMI) was 
established to promote prospection for and the development of domestic 
ore deposits. Its capital was subscribed by the State, the INA and 
the INPS. This is yet another example of the establishment of an 
entity designed to permit state intervention of two types: indirect 
(the company was allowed to give bonuses, subsidies and grants to 
private mining firms to encourage prospection for and the development 
of resources of particular national interest) and direct (for it was 
allowed to establish new undertakings, acquire share holdings in 
existing ones and itself exploit prospection licences and mining con- 
cessions). In particular, it acquired almost the entire capital of 
Piombo e Zinco S.A. 


The other fully state-owned undertakings and institutions include 
the Cogne Iron and Steel Company, which became the property of 
the State in 1923 as a result of the crisis in the Ansaldo shipyards 
and the “salvage” operations which the State had to undertake even 
before the establishment of the IRI, and the Italian Tobacco Corporation, 
a body attached to the State Monopolies Board, which was established 
to promote tobacco growing and processing. 


5. Principal Sectors Affected. 


Briefly, then, during the period between the two world wars state 
intervention in economic activity took two main forms; firstly, the 
rescuing of the banks and the reforms of the credit system undertaken 
after the crisis, and secondly, the establishment of a number of public 
corporations to pursue specific aims in particular branches of the 
economy. At no time was there any intention of nationalising particular 
sectors of the economy. On the contrary, in the cases mentioned the 
primary aim of the public authorities was to promote new initiative 
and to increase production in particular sectors of a market which the 
Government as trying to reorganise on autarkic lines. Thus the 
aim of the public authorities was to encourage rather than discourage 
co-operation from private enterprise and private capital. 
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Wherever the State took direct action in the productive sector of in- 
dustry its intent was to arouse the interest of private enterprise in the 
sectors affected, It was not always successful in its aim; but in some 
cases a genuine systems of joint public and private management was de- 
veloped. The only sectors in which the State was left alone in the field 
were those in which there did not appear to be any prospect of earning 
- profits. The pursuit of economic autarky brought considerable benefits 
to certain sectors oî Italian industry, as the protectionist policies 
followed guaranteed them outlets and markets in which their products 
were safe from competition; but the cost of the measures taken to 
promote economic autarky through the intermediary of publicly 
controlled undertakings was borne by the community as a whole. 


Consequently, the control exercised by the State was most coherent 
and effective in the sectors in which the State had been forced to 
intervene, i.e. the sectors in which acting through the IRI, it had acquired 
an interest as a result of te takeover of the banks’ shareholdings in 
industry. 


The State’s industrial interests consisted mainly of share holdings 
in the capital goods sector (iron and steel, shipbuilding, engineering), 
which private capital found unattractive on account of the high levels 
of investment required and the substantial degrees of risk involved, 
or in sectors such as the telephone and ship-fitting industries, which 
were clearly of importance to the nation but in which the State 
confined itself to maintaining control over a few undertakings rather 
than extending its control to the private firms operating in the sectors 
concerned and thus developing its intervention outright nationalisation. 
State intervention was not intended to achieve such ends. 


In 1937 the IRI was reorganised on a permanent basis. From that 
time onwards its function was to give its support to all the main 
financial and organisational operations undertaken in the sectors 
mentioned so far. In other sectors, however, where a return of the 
State’s holdings to private ownership seemed preferable the IRI’s assets 
were gradually disposed of. 


A comparison of the State’s share holdings in industry in 1934 (at 
the time of the establishment of the first balance-sheet drawn up after 
the “rescue” operations) and in 1939 (just before the outbreak of the 
Second World War) shows that during those five years substantial 
changes took place in the distribution pattern of the assets held. The 
State’s holdings in the -iron and steel industry increased from 13.5% 
to over 20% of the total, holdings in the engineering industry from 
7% to 14%. These increases bear witness to the volume invested 
by the IRI in these two sectors. The Institute’s holdings in the 
telepone industry decreased, as the volume of private capital investment 
in this sector was such as to reduce the volume of the IRI’s investment. 
In a number of other sectors the IRI disposed of part of its holdings; 
in particular, it sold off nearly all its interests in the textile industry. 


ITALY : PUBLIC SECTOR 21 


Percentage distribution of the IRIS shareholdings in 1934 and 1939 © 





Sector on 31.12.1934 on 31.12.1939 
Electric power 22.9 9.4 
Telephone industry 7.8 6,4 
Ship-fitting 5.8 19.2 
Jron and steel 13.5 21.1 
Engineering and shipbuilding 7.2 13.8 
Chemicals and mining 4.0 5.6 
Textiles 7.9 2.1 
Building, real estate, farming 16.9 9.6 
Miscellaneous 14.0 12.8 


Total ...... 100.00 100.0 


Thus by the time of Italy’s entry into the Second World War the 
composition of the IRI had been made relatively homogeneous. The 
policy of reducing the IRPs holdings in certain sectors and building 
them up in others resulted in the disappearance of the lack of coherence 
previously existing in the pattern of the Institutes share holdings to 
which the unplanned and involuntary character of the measures taken 
by the State to acquire them had given rise. 


Thus by 1940 the IRI’s interests were mainly concentrated in two 
sectors of industry, the capital goods sector (over 40%) and the services 
sector (35%). 


From this time onwards the development of certain sectors vital to 
the national economy depended on the efforts of public institutions; 
and the presence of state-controlled institutions in certain sectors of 
industry, although an a posteriori development which is based on no 
clear political decision, finds its justification in these share holdings, 


Ill. The System of State Share Holdings 


1. The New Functions of the Public Sector. 


At the end of the Second World War the IRI was forced to take 
a new series of measures to rescue various branches of industry 
affected by the economic crisis which followed the cessation of 
hostilities. The sector hardest hit was the engineering sector. Between 
1945 and 1954 the IRI acquired an additional eight engineering under- 


6 Source: P. SARACENO, op. cit., Vol. III. 
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takings mostly undertakings which had been unable to cope with the 
changeover from war-time to peace-time production and could not 
obtain capital from private sources. 


The IRI was not the only institution engaged in rescue operations. 
Financial aid was given directly to individual undertakings by an 
Institution called the Engineering Industries Finance Corporation (FIM) 
which was originally established to give undertakings in difficulies the 
assistance they needed to establish themselves again on a sound 
economic footing. In many cases, however, private capital investment 
was dicouraged by the risks of reconversion, and the FIM eventually 
found itself saddled with the ownership of the firms concerned, which 
thus became part of the State’s industrial assets. 


The largest of the firms taken over by the FIM in this way was 
the Breda Company. With the assistance of the FIM it took a certain 
number of reorganisational measures affecting its operations in the 
engineering sector; these were assigned to a number of homogeneous 
units, each of which was put in the charge of a joint-stock company 
established for the purpose. Thus the Breda Company became a kind 
of holding company. 


Later, when the FIM was dissolved, a number of other firms in 
the same sector as Breda were attached to it; and a second publicly 
owned group of engineering undertakings — Finmeccanica — was set 
up in 1947 beside the IRI to tackle the problems of the engineering 
industry in a more systematic fashion. 


By the end of 1954 holdings in iron and steel and engineering 
undertakings made up just about 50% of the IRI’s share holdings; this 
figure testifies to the scale of the technical and financial aid provided by 
the Institute. At the same time the IRI’s investments in the service 
sectors reached 35% of all Institute’s investments. 


Thus the IRI has been one of the principal factors in reconstruction 
and industrial development since the Second World War. In fact, 
none of the political parties in existence since 1945 has ever suggested 
that it might be abolished. 


The functions of public enterprise in the economic policies of Italy’s 
Governments since the war are substantially similar to those of public 
enterprise before the war, namely the provision of the most favourable 
conditions for development. at the greatest possible rate without any 
concurrent aim of nationalisation or complete control of the productive 
sectors concerned. 


Moreover, the scale of the public sector gradually increased in 
response to the dictates of economic development, namely the need 
for more diversified production using modern methods and the 
elimination of existing regional imbalances; thus the State found itself 
compelled to intervene in an ever-widening field. However, in accor- 
dance with its economic policy, based on the coexistence of public and 
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private enterprise, the authorities continued to follow the system of 
acquisition of share holdings by the State. 


New light was thrown on the functions of public undertakings 
within an economic policy based on the principle of conservation 
of a market economy by the attempt made to visualise the problems 
of development and foreseeable trends in a more comprehensive and 
long-term context. The ten-year plan for the raising of employment 
and income levels prepared by Mr. Vanoni in 1954 helped to show 
the need for direct intervention by the public authorities to ensure 
that certain levels of activity would be reached in the key sectors 
considered vital to economic development in general. This group of 
sectors included not only the public works and public utilities sector 
— the importance of which had long been established — but also all 
the sectors in which a given volume of investment was essential to 
avoid bottlenecks which might jeopardise the balanced growth of the 
entire national economy. 


In fact, the extension of the system of state share holdings which 
took place during the 1950s was effected within the framework of an 
economic policy which, although it did not involve any deliberate 
planning, was directed —albeit not always in a very co-ordinated 
fashion — towards certain general objectives of economic development 
which gradually became more precise as time went by. In addition, 
account must be taken of the increasing influence of the different 
schools of thought — unfavourable to the Government’s economic policy 
as well as favourable— which helped to widen the scope of the 
discussions on planning and means of planning. 


Those responsible for the Government’s economic policy frequently 
failed to give precise guidance to existing public undertakings and 
for the most part failed to make full and sustained use of the powers 
which the State’s share holdings placed at their disposal; nevertheless, 
some of the interventions effected during this period had a considerable 
influence on the system, which finally lost the haphazard caracter it 
had acquired at the time of its inception. 


2. Intervention in the Hydrocarbons Sector; Establishment of ENI. 


The most important example of intervention of the kind described 
above was the establishment of the National Hydrocarbons Corporation 
(ENI) in 1953. 


During 1944 and 1945 the technicians of AGIP had discovered the 
first indications of the existence of enormous deposits of natural gas; 
this was the first sign that there were reserves of hydrocarbons in 
the Po Valley in sufficient quantity to justify opening them up on an 
industrial scale. On the basis of this information the special 
commissioner in charge of AGIP just after the war decided to step up 
prospection in spite of the Government’s decision to liquidate the 
company. 
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The size of the deposits discovered was such as to 
the outlook for prospection for and production of h 
the Po Valley and to reveal the potential importance 
as a source of energy. The public authorities began 
need to make use of the deposits discovered — which v 
the most highly industrialised areas of Italy —in suc! 
secure the maximum benefit for the national economy 
private companies from making easy profits therefron 
also made necessary new legislation to cover the nev 
prospection for and production of hydrocarbon fuels. 


A long and bitter controversy ensued between thos 
that the public authorities should continue their direc 
hydrocarbon field and those who claimed that the State 
its task with the first major discoveries of hydrocarbon 
reduced the risk inherent in any mining operation 
acceptable to private enterprise. In Parliament th 
prevailed that the deposits discovered by AGIP, in 
proximity to the most highly industrialised areas in I 
managed directly by a public corporation which would t 
the application of a specified price policy in its sales 
to use the profits it earned from its monopoly posit 
prospection activities. 


The ENI was therefore granted the sole right to pi 
extract hydrocarbon fuels in the Po Valley and to bui 
pipelines for the transport of home-produced hydrocarbc 
also given unlimited powers to process, refine, use and m 
bon fuels and natural gases, and all the Government’s sl 
oil companies were made over to it. Lastly, the rele 
provided that all activities for which the ENI had a 
to be carried on by joint-stock companies under the Ins 


Thus the foundation of the ENI, unlike that of t 
deliberate measure of economic policy designed to solve 
on the part of the public authorities the many probl: 
arisen as a result of the increasing production of a 
energy. These problems related not only. to the maki 
rational use of the methane deposits in the Po Val 
principles which should govern the development of thi 
in a country traditionally poor in raw materials and w 
low energy consumption and the extension of prospecti 
further afield in Italy; in addition to all these, there we 
— inevitable after the successes which had completel 
dimensions in which the corporation was operating — 
all the activities which the State had gradually entered i; 
times and in differing circumstances — in the sector 
for and development and marketing of hydrocarbon ft 
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Once again, although the intervention of the State was considerable, 
no nationalisation measures were taken; the ENI was establshed merely 
with a view to removing from private control the development of the 
resources already discovered; moreover, its contro! applied only to the 
areas in which hydrocarbon resources had already been discovered 
Once again, too, intervention had been effected by a system under 
which all the different activities were carried on by private-law com- 
panies in which a public corporation had share holdings. 


3. Development of the System of Share Holdings. 


The system of state share holdings was also applied in other cases 
of state intervention designed to extend the influence of the public 
sector in the service industries. During this period, those responsible 
for economic policy considered the IRI method the most suitable method 
of direct intervention, even in sectors in which the transfer to state 
ownership was normally effected along different lines. 


In 1957, when the concessions granted to the two telephone 
companies in Italy expired, Parliament decided to place the whole of 
the telephone network under the control of the IRI. The STET holding 
company, established by the IRI in 1936 to contro! the telephone 
services already owned by it, acquired the majority of the shares in 
the other two companies (the TETI and the SET), which had up to 
then been in private hands, 


This takeover gave rise to considerable controversy, even within 
the political groups which considered state control over the entire 
telephone system necessary. The procedure followed was compared 
with the conventional method of establishing public control over a 
service of general interest — namely nationalisation. 


Thus the decision acquired particular significance; it indicated that 
the responsible authorities had changed their views on the subject 
of management by state bodies. It was argued that a takeover by 
the IRI method not only offered considerable financial advantages for the 
State but also, unlike nationalisation, could obviate the danger of 
excessive bureaucratisation in production, offer the money market 
greater opportunities for financial participation with less risk and 
generally facilitate management along industrial lines. 

In 1957, too, the IRI was made responsible for the management of 
all Italy’s air services, which had previously been operated by two 
companies, in both of which the State had had share holdings. But 
the decision of greatest significance, as far as the development of the 
public sector is concerned, was that by which the IRI was given 
responsibility for the implementation of a substantial part of the 
programme of construction and operation of motorways approved by 
the Government in 1961. 


Once again the decision was taken on the basis of considerations 
relating to the technical and administrative efficiency disposal of such 
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an organisation. However, the decision is indicative of a more general 
tendency — a tendency to assign functions which in the past have been 
carried out by the public authorities themselves to other bodies 
considered to be better able to take on the ever-increasing number 
and variety of tasks affecting the national economy the performance 
of which has become the responsibility of the State but which the 
ordinary machinery of governments is considered unable to cope with. 

In 1950 the Cassa per il Mezzorgiorno was established to implement 
a special programme of public works and infrastructural development 
in southern Italy. This step was taken because even at that time it 
was realised that it would be better to assign this task to a special 
public corporation than to the ordinary machinery of government, which 
would have been unable to take action on the scale and within the 
time-limits laid down by the legislature owing to the slowness with 
which it functions, the complexity of the principles governing its activity 
and the hampering effect of the machinery of ‘control. 

In fact, a reorganisation of the entire public sector, involving not 
only the ordinary machinery of government but also the different 
public bodies and institutions which have developed in isolation from 
that machinery, has been taking place. 

The process is not always easy to follow as it is taking place, 
not in pursuance of a general plan to reorganise the public sector 
considered in all its aspects by public authorities desirous of such a 
reorganisation, but in the form of piecemeal measures taken in 
isolation from one another in the light of particular urgent problems 
or with a view to securing state intervention in particular sectors. It 
is, however, certain that the positive results achieved in a large number 
of different fields of economic activity and the proven effectiveness of 
the system of state share holdings in the technical, organisational, and 
financial fields have given further momentum to the tendency to extend 
the system to other fields and to transfer to autonomous agencies func- 
tions which have in the past normally been the responsibility of the public 
authorities themselves. 

The system of autonomous institutions (the group still includes certain 
essential services such as rail transport, postal and telegraph services, 
long-distance telephone services and a considerable part of the road 
system) shows its worth particularly in times of crisis, and more and 
more people are becoming convinced of the need for a reform which 
will give these undertakings greater independence in their management. 
As they are concerned with the provision of services of short duration, 
support is increasing for the demand that they should be organised 
as industrial undertakings which, while remaining under the control 
of the State, can be managed along the same lines as private 
undertakings, 7 


7 These are the words used in the report of the Commission on the Reform of 
the State Administration, submitted to the Prime Minister in May 1963. 
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As a result, when the State intervenes in the services sector, it no 
longer establishes autonomous state undertakings as instruments of 
control; furthermore, the public sector of the economy is to a 
considerable extent being reorganised on private economy lines. 


4. The Development of the Large Combines. 


The extension of the system of state share holdings to embrace a 
variety of new functions was possible because the system comprised 
a number of large industrial units, each covering several different 
sectors, which by their nature were in a position to intervene rapidly 
in any sector where the public authorities considered such intervention 
necessary. 


The process of development and change going on throughout 
industry today which is making for the development of large integrated 
groups has affected publicly owned industry as well. State-controlled 
undertakings are organised in the same way as private undertakings; 
they have to compete on the market with other undertakings; and 
they have to obtain by far the greater part of the financial resources 
they require from the money market; consequently, those responsible 
for state-controlled undertakings must make use of the experience of 
industry in general and adjust the organisational structures of the 
undertakings in their charge accordingly. 


Thus the public sector has undergone a kind of spontaneous 
expansion based not on decisions in the field of economic policy 
but on the requirements of the undertakings themselves as the process 
of vertical or horizontal integration develops. The undertakings 
concerned have found themselves in the same position as any other 
industrial group which has increased its investment potential. 


The policies of all the state-owned groups during the last ten years 
have been particularly dynamic and have led them not only to introduce 
a greater measure of integration into their structures but also to expand 
into new sectors. 


The ENI group has developed along the same lines as the other 
big petroleum companies. In so doing it has been guided on the one 
hand by the need to adapt its own capacity for refining and processing 
crude products and its distribution system for its finished products 
to the rate of discovery and opening up of hydrocarbon deposits 
on the one hand and on the other to the need to promote 
industrial activities using its products as raw materials within the 
framework of a broader compaign to secure a more rational use of 
the country’s methane and petroleum resources, Consequently it has 
expanded into the petro-chemical industries and, in order to secure 
markets for the synthetic fibres produced by those industries, into the 
textile industry as well. In addition ENI, like Breda, has entered the 
engineering industry. 
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The latter company has also branched out from its original field 
(engineering); it now has a foothold in the chemical, rubber and glass 
industries and also (in co-operation with ENI) in the cardboard industry. 


The IRI, owing to the circumstances under which it was established, 
has from the time of its inception been involved in a number of 
sectors. Its own expansion venture — ie. those undertaking other 
than at the bidding of the Government — have been concentrated mainly 
in the iron and steel and engineering industries; however, it has also 
branched out into some of the newest sectors of industry (such as 
electronics) and into sectors in which market demand has become 
particularly pressing (such as prefabricated housing components). 


IV. The Development of the Public Sector 


l. The Ministry for State Share Holdings. 


The process of development which is at present taking place in 
the industries controlled by the State through its share holdings seems 
to be spontaneous in character; the general trend towards vertical and 
horizontal integration has led the large public corporations to take 
measures deriving from the dictates of development of industrial groups 
rather than from any specific instructions from the framers of economic 
policy. There can be no doubt that many of the measures taken in 
recent years were not designed either to extend the control of the 
public authorities over the sectors concerned or to implement a policy 
at variance with that of the private institutions operating in those 
sectors. In this connection it is significant that, in some of the public 
sector’s ventures outside the traditional spheres of state intervention, 
the capital has been allocated between the public and the private sectors 
on a fifty-fifty basis, while in some cases the public sector only holds 
a minority interest. 


It should also be noted that this system permits the use of the State’s 
share holdings for the furtherance of aims of general interest whenever 
this is desirable. Ventures of this kind on the part of publicly controlled 
undertakings are in a sense exploratory moves anticipating new lines 
of economic policy which the public authorities will eventually adopt 
on the basis of the scope for intervention offered by the strength of 
the groups under its control. 


In other words, it is the groups themselves, by their ventures into 
particular sectors, which lead the State to take measures to control 
and direct markets. Two examples of what the State can do to 
promote the general interest in sectors of industry in a state of 
continuous expansion but organised on an oligopolistic basis are to 
be found in the decisions taken by the ENI to produce fertilisers in 
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its petro-chemical plant and that of the IRI group to manufacture 
cement in some of its steel undertakings; these steps had a marked 
influence on supplies and on prices. 


Similarly, the potential for expansion in the different sectors and 
the financial, technical, and administrative resources of the large 
public concerns have been mobilised to accelerate industrialisation in 
southern Italy. i 


In fact, the objectives imposed by the development of the system 
of state share holdings become coincident with ‘objectives of general 
interest only a posteriori. Moreover, the degree of coincidence depends 
on the degree of vision, responsibility and determination shown by 
those responsible for determining economic policy in the measures 
they take to intervene in specific sectors to attain specific ends. 


The present position, in contrast to that existing in the 1950s, is 
that a tendency exists to commit undertakings partly owned by the 
State more fully to the furtherance of aims of economic policy. More 
and more attention is being paid to the problem of the place of public 
institutions in the field of activities of the State — without, however, 
there being any suggestion that the fundamental characteristics of the 
system should necessarily be modified. The need for economic planning 
in which a very specific role will be allocated to undertakings in 
which the State has share holdings provides an incentive to find a 
positive solution to the problem. 


The most important step taken so far in this field has been the 
establishment of the Ministry for State Share Holdings in 1956. 


From the considerations which led to the establishment of the 
Ministry and the statements made on a number of occasions by the 
different persons who have held the office of Minister for State Share 
Holdings, it is clear that the Ministry was established to bring the 
management and control of the State’s economic assets into the hands 
oî a single organisation, to ensure that companies in which public 
capital has been invested followed the general lines of the Government’s 
economic policy, and to provide a single institution responsible to 
Parliament for the economic activity of the State. 


"This plan is being implemented, particularly in the organisational 
field. As any modification in the nature of the system of state share 
holdings in productive undertakings was considered undesirable, the 
structure finally chosen is multi-tiered in character. At the lowest 
level are the individual undertakings, which are joint-stock companies 
governed by private law. All the companies in a particular sector 
are usually attached to a financial holding company. This is in its 
turn controlled by a board of management— an autonomous public 
institution the capital of which is subscribed entirely by the State. 
These institutions receive the governmental directives and secure their 
implementation in the individual undertakings in their respective sectors. 
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At the apex of the structure is the Minister himself, who frames the 
directives in the light of government economic policy. 


The respective functions of the Ministry and of the management 
institutions are clearly differentiated. The Ministry has no managerial 
functions. Thus all the States share holings are gradually being 
transferred to the management institutions, the setting up of which 
was provided for in the Act establishing the Ministry for State Share 
Holdings. 


First of all, in view of the need for organised institutions to control 
the different branches of the public sector, the IRI and the ENI were 
granted the status of management institutions. In addition, there are 
the Engineering Industries Finance Board (Ente finanziamento industrie 
meccaniche), which controls the Breda Iron and Steel Company and all 
the undertakings in the engineering, chemical paper and rubber 
manufacturing sectors which belong to Breda; the Autonomous Board 
for the Management of Spas (Ente di gestione per le aizende termali), 
whose function it is to make the facilities of health resorts available 
to larger sections of the population; and the Autonomous Board for 
the Film Industry (Ente Cinema), which controls the Luce Institute 
—a cultural and educational institution concerned with films — and 
the Cinecittà studios, which were already government-owned. 


2. The Nationalisation of Electricity; the Establishment of ENEL. 


The development and the reorganisation of the public sector 
entered a new stage in 1962, when Parliament decided to nationalise 
the electricity sector. 


This was a new type of state intervention. The National Electricity 
Board (ENEL) is neither a state enterprise nor an undertaking in 
which the State has a share holding. It is a public institution with 
legal personality and autonomous management. Consequently it is 
outside the scope of the regulations and the supervisory machinery 
governing other service enterprises forming part of the ordinary 
machinery of government. 


The ENEL was given ownership of all electricity undertakings 
in Italy except those already owned by municipal authorities and 
undertakings consuming at least 70% of the electricity generated by 
them. 


The establishment of the ENEL by nationalisation, rather than by 
ihe acquisition by the State of part or all of the capital of the 
undertakings affected, differentiates it sharply from other organisations 
such as IRI and ENI. The latter are in fact holding companies 
controlling the capital of a number of individual undertakings; their 
influence on markets is similar to that of private concerns of a similar 
nature; and they can even increase or decrease their share holdings in in- 
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dividual undertakings as circumstances require without thereby losing 
their control. 


In contrast, the ENEL owns and manages directly all the electricity 
undertakings under its control; there is thus no private capital involved 
— even indirectly in its operations. Its functions are exclusively those 
of a public institution; moreover, there is a clause in the Act 
establishing the ENEL stipulating that it may not take part in the 
establishment of or acquire share holdings in companies in sectors 
other than the electricity sector, for which it is responsible. 


The ENEL is under the authority of the Minister for Industry and 
its policy is determined by a committee of ministers, which is responsible 
inter alia, for approving its programmes of activity and its price policies. 


3. The Variety of Methods of State Intervention. 


The decision to nationalise electricity introduced a new method 
of expanding the scope of direct intervention by the public authorities. 
The latter now have a considerable choice of means of intervention. 
Hitherto the system of state share holdings had sufficed not only 
for public services operated under monopoly conditions but also for 
productive activities carried on in competitive markets. 


It has also been suggested that a takeover by an organisation such 
as the IRI of electricity generation and supply would have achieved 
the same ends, from the point of view of the general interest, without 
giving rise to the financial and administrative commitments which 
nationalisation involves for the State. 


Thus recourse to nationalisation is of particular significance in 
the current drive to reorganise the public sector. The different types 
of public-economy institution coexisting side by side — not always 
very harmoniously — in Italy are all under scrutiny. Each of them 
seems to have certain essential qualities which cannot be ignored in any 
septematic reorganisation of the kind which is at present giving rise to 
so much controversy. 


The critical situation of state undertakings is only one aspect of 
the general problem of public administration, which is slow in adapting 
itself to the new functions which the State has assumed. The main state- 
controlled holding companies are developing along the lines dictated 
by their own structures ; the establishment of the Ministry for State 
Share Holdings was a first step towards the integration of undertakings 
in which the State holds shares in the implementation of the Government’s 
economic policy; the nationalisation of electricity is a new development 
of considerable importance; and today the dominant political forces in 
Italy are in favour of the framing of economic plans, with all the 
consequences which such a step would imply for the organisation of 
the public sector. These seem to be the four focal points of a 
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controversy which will have considerable repercussions on the structure 
of public economy in Italy. 


In fact, there are already signs of a tendency to add to the functions 
of the State and thereby to increase the range and variety of govern- 
ment action in the economic field. There are two fundamental aspects 
to this tendency. Firstly, attempts are being made gradually to obviate 
the consequence of the fortuitous manner in which the State acquired 
its industrial assets and to use those assets to promote the general 
welfare in a more systematic fashion. The second is to seek methods 
of organisation which will give public undertakings a freedom of action 
comparable with that of private ones; it is essential that publicly 
owned undertakings should not by the fact of their public ownership 
be rendered less efficient than would otherwise be the case. 


APPENDIX A 


List of the Principal Institutions 
in the Public Sector of the Italian Economy! 


I. STATE-OWNED INSTITUTIONS 


Amministrazione dei Monopoli di Stato (Administration of State Monopolies). 

Azienda Monopoli Banane (Office for the Banana Monopoly). 

Azienda Nazionale Autonoma delle Strade Statali (Autonomous State High- 
ways Corporation). 

Azienda Autonoma delle Poste e dei Telegrafi (Autonomous Posts and Tele- 
graphs Corporation). 

Azienda di Stato per i Servizi Telefonici (State Telephone Services Corporation). 

Amministrazione delle Ferrovie dello Stato (State Railways Administration). 

Azienda di Stato per le Foreste Demaniali (State Forests Board). 


IL UNDERTAKINGS IN WHICH THE STATE HAS SHARE HOLDINGS 


IRI —Istituto per la Ricostruzione Industriale (Industrial Reconstruction 
Institute). 
(a) Financial holding (parent) companies: 
Finsider (Iron and Steel Finance Corporation). 
Finmare (Maritime Shipping Finance Corporation). 
Finelettrica (Electricity Industries Finance Corporation). 
Finmeccanica (Engineering Industries Finance Corporation). 
Fincantieri (Industries Finance Corporation). 
STET (Financial Organisation for Telephone Services). 
(b) Credit institutions: 
Banca Commerciale Italiana. 
Credito Italiano. 
Banco di Roma. 
Banco di Santo Spirito. 
Mediobanca. 
Credito Fondiario Sardo (Sardinian Land Credit Bank). 


1 This list only gives a very general idea of the scope of the public sector in Italy. 
Moreover, it is far from exhaustive; with the exceptions of IRI and ENI--lists of the 
subsidiaries of which are given in appendices B and C-—it merely gives the names of 
the main stibsidiaries of each of the parent companies in the different sectors. 
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(c) Other undertakings: 
RAI (Radiotelevisione Italiana). 
Alitalia. 


Autostrade, Concessioni e Costruzioni Autostrade (motorway construc- 
tion and concessions). 


Italstrade (highway construction). 


Strade Ferrate Secondarie Meridionali (company operating branch 
lines in Southern Italy). 


Manifatture Cotoniere Meridionali (cotton mills of Southern Italy). 
Il Fabbricone, Lanificio Italiano (wool mills). 

Maccarese (Azienda Agricola) (farming corporation). 

CELDIT, Cellulosa Italiana (cellulose manufacturing concern). 
SAIVO, Società Italiana Vetro Ottica (optical glass factory). 


ENI — Ente Nazionale Idrocarburi (National Hydrocarbons Corporation). 
Parent companies: 


AGIP, Azienda Generale Italiana Petroli (Italian Petroleum Corpo- 
ration). 


AGIP-Mineraria (mining concern). 
AGIP-Nucleare (nuclear energy concern). 


SNAM, Società Nazionale Metanodotti (National Oil Pipelines Cor- 
poration). 


ANIC (chemical industry). 


EFIM — Ente finanziamento industrie meccaniche (Industries Engineering 
Finance Corporation). 


Finanziaria Ernesto Breda (Breda holding company). 
Breda Elettromeccanica (electrical engineering concern). 


Breda Termomeccanica e Locomotive (construction of steam-driven machi- 
nery and locomotives). 


Breda Fucine (foundries). 

Breda Ferroviaria (railway equipment). 

Breda Meccanica Bresciana (engineering concern in Brescia). 
Breda Meccanica Romana (engineering concern in Rome). 
Cantieri Navali Breda (shipbuilding). 


Fabbrica Automobili Isotta Fraschini e Motori Breda (production of 
Isotta-Fraschini cars and Breda engines). 


Reggiane, OMI. 

Ducati Meccanica (engineering). 

Ducati, S.S.R.B.D. 

Pignone Sud (engineering) — owned 50% by Breda and 50% by ENI. 
Fucine Meridionali (foundries) — owned 50 % by Breda and 50 % by ENI. 


Cartiera Mediterranea (paper manufacturing concern) — owned 50% by 
by Breda. 


S.LV., Società Italiana Vetro (glassmaking). 
Brema. 
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Ente autonomo gestione aziende termali (Autonomous Board for the Manage- 
ment of Spas): 


Terme di Acqui. 
Terme di Chianciano. 
Terme di Montecatini. 
Terme di Salsomaggiore. 
Terme di Recoaro. 
Centro Ittico Tarantino Campano. 
S.A.L.V.A.R., Merano. 
Ente autonomo di gestione per il cinema (Autonomous Board for the Film 
Industry): 
Istituto LUCE. 
Companies in which the Ministry for State Share Holdings has acquired share 
holdings directly: 
AMMI, Azienda Mineraria Metalli Italiani {Italian Corporation for Metal- 
liferous Ores). 
Carbosarda (Sardinian Coalmine Corporation). 
Cogne. 
ATI, Azienda Tabacchi Italiana (Italian Tobacco Corporation), 


HI. PUBLIC ECONOMIC INSTITUTIONS 


ENEL — Ente Nazionale per l'Energia Elettrica (National Electricity Corpo- 
ration). 


IV. CREDIT INSTITUTIONS 


{a) Issuing bank: 

Banca d’Italia. 

{b) Credit institutions governed by public law: 

Banco di Napoli. 

Banco di Sicilia. 

Banca Nazionale del Lavoro (National Workpeople’s Bank). 

Istituto Bancario San Paolo di Torino. 

Monte dei Paschi di Siena (Municipal Credit Bank of Siena). 

Banco di Sardegna. 

(ch Banks of national interest: 

(See under IRI: Banca Commerciale Italiana, Credito Italiano, Banco 

di Roma.) 
vd) Savings banks: 

Istituto di Credito delle Casse di Risparmio Italiano (Credit Institute 
of the Italian Savings Banks) and 79 other banking establish- 
ments, all members of the Association of Italian Savings Banks. 

re) Pawnshops (18 in number). 
(f) People’s Banks: 
Istituto Centrale delle Banche Popolari Italiane (Central Institute 


of Italian People’s Banks) and 213 other banking establishments, 
all members of the Luzzatto Association of People’s Banks. 
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(g) Rural and handicraft savings banks: 


735 establishments, all members of the National Institute for rural 
savings banks and its subsidiaries and of the Italian Federation 
of Rural and Handicraft Savings Banks. 


V. FINANCIAL INSTITUTIONS 


Cassa Depositi e Prestiti (Deposit and Loan Corporation). 
Consorzio di Credito Opere Pubblicce (Credit Union for Public Works Projects). 
IMI, Istituto Mobiliare Italiano (Stock and Share Trading Corporation). 


IRFIS, Istituto Regionale per il Finanziamento alle Industrie in Sicilia (Sicilian 
Regional Institute for Industrial Finance). 


ISVEIMER, Istituto per lo Sviluppo Economico dell'Italia Meridionale (Institute 
for the Promotion of Economic Development in Southern Italy). 


SOFIS, Società Finanziaria Siciliana (Sicilian Finance Institute). 


VI. INSURANCE AND WELFARE INSTITUTIONS 


INA, Istituto Nazionale Assicurazioni (general insurance). 
INPS, Istituto Nazionale Previdenza Sociale (social insurance). 


INAIL, Istituto Nazionale Assicurazione Infortuni sul Lavoro (industrial 
accident insurance). 


INAM, Istituto Nazionale Assicurazione contro le Malattie (sickness insurance). 


INADEL, Istituto Nazionale di Assistenza per i Dipendenti da Enti Locali 
(Assistance Board for Employees of Local Authorities), 


ENPAS, Ente Nazionale Previdenza e Assistenza Dipendenti Statali (insurance 
and assistance for central government employees). 


ENPALS. Istituto Nazionale Previdenza e Assistenza Lavoratori dello Spet- 
tacolo (insurance and assistance for persons employed in the theatre and 
related industries). 


VII. INSTITUTIONS WITH SPECIAL FUNCTIONS 


Cassa del Mezzogiorno (Development Corporation for Southern Italy). 


VIII LAND REFORM INSTITUTIONS 


Opera di valorizzazione della Sila (Sila Land Redevelopment Corporation). 
Ente per la riforma agraria in Sicilia (Sicilian Land Reform Board). 


Ente per la colonizzazione del Delta padano (Corporation for the Promotion 
of Land Settlement in the Po Delta). 


Ente per la colonizzazione della tosco-laziale (Institute for Land Develop- 
ment in the Maremma Toscany and Latium). 
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Ente per la trasformazione fondiaria ed agraria in Sardegna (Corporation for 
the Promotion of Land and Agrarian Reform in Sardinia). 


IX. UNDERTAKINGS OWNED BY LOCAL AUTHORITIES 
(Members of the Confederazione della Municipalizzazione) 


Federazione Nazionale Aziende Elettriche Municipalizzate (National Federa- 
tion of Electricity Undertakings Owned by Local Authorities). 


Federazione Nazionale Aziende Municipalizzate Gas, Acqua, Varie (National 
Federation of Gas and Water Supply and Other Undertakings Owned 
by Public Authorities). 


Federazione Nazionale Aziende Municipalizzate di Trasporto (National Fede- 
ration of Transport Undertakings Owned by Local Authorities). 


Federazione Nazionale Aziende Municipalizzate Centrali del Latte, Annonarie 
e Farmaceutiche (National Federation of Dairy, Grocery and Pharma- 
ceutical Undertakings Owned by Local Authorities). 


X. CO-OPERATIVE INSTITUTIONS 


Lega Nazionale delle Cooperative (National League of Co-operatives). 
Confederazione Cooperativa Italiana (Italian Co-operative Confederation). 
Associazione Generale delle Cooperative (General Association of Co-operatives). 


Federazione Nazionale Cooperative della Riforma Fondiaria (National Fede- 
ration of Land Reform Co-operatives). 


APPENDIX B 


Structure 


BANKS AND CREDIT INSTITUTIONS 


General Banking and Finance 
Institutions 


Banca Commerciale Italiana. 

Credito Italiano. 

Banco di Roma. 

Banco di Santo Spirito. 

Banco di Credito Finanziario. 

Credito fondiario sardo (Sardinian 
Land Credit Bank). 


Istituto per lo Sviluppo delle Attività 
produttive (Institute for the Pro- 
motion of Productive Enterprise). 

SAGEA (Stock and Share Manage- 
ment Corporation). 


SPECIALIZED FINANCIAL INSTITUTIONS 
AND SUBSIDIARY UNDERTAKINGS 


Telephone Sector 


S.T.E.T. (financial institute for tele- 
phone service). 

S.T.LP.E.L. (International Telephone 
Company for Piedmont and Lom- 
bardy). 

TEL.VE (Venezia Telephone Corpora- 
tion). 

TI.MO (Eastern Italy Telephone Com- 
pany). 

TE.TI (Tyrrhenian Coastal 
Telephone Company). 


S.E.T. (Telephone Management Cor- 
poration). 


Areas 


of IRI Group 


Shipping Companies 
Finmare (Maritime Shipping Finance 
Corporation). 
Italia. 
Lloyd Triestino. 
Adriatica. 
Tirrenia. 


Iron & Steel Undertakings 


Finsider (Iron and Steel 
Corporation). 


Italsider. 

Dalmine. 

S.LA.C. (Cornigliano Steel Company). 
Terni (industry and electricity). 
Breda-Siderurgica (iron and steel). 
Morteo. | 


Ferromin (extraction and marketing 
of iron ore). 


Siderurgica commerciale italiana (iron 
and steel marketing corporation). 


Siderexport (iron and steel export 
corporation). 


Siderurgica Milanese, 

Sidermar. 

Cosider (plans for installation of iron 
and steel plant installation projects). 

Rifornimenti Finsider (marketing of 
Finsider products). 

Comansider (manufacture and mar- 
keting of iron and steel goods). 
CAMP (Finsider building subsidiary). 
Camentir (Tyrrhenian Cement Corpo- 

ration). 


Finance 
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Cementerie di Livorno 
Cement Corporation). 
SANAC (clay-based refractory mate- 
rials). 

ATUB (Brescia Steel and Tube Com- 
pany). 

Montubi (tube assembly). 


Ponteggi tubolari Dalmine Innocenti 
(construction of tubular bridges). 


(Leghorn 


Engineering Industries 


Finmeccanica (Engineering Industries 
Finance Corporation). 

Alfa Romeo (motor vehicles). 

S.P.LC.A. 

Ansaldo S. Giorgio (electrical engi- 
neering). 

Elettrodomestici S. Giorgio (electrical 
household appliances). 

Officine elettrodomestiche Triestine 
(electrical household appliances). 
AERFER (Engineering and Aircraft 
Corporation of Southern Italy). 
A.V.I.S. (Stabia Engineering 

Shipbuilding Company). 
Pistoia Engineering and Railway 
Equipment Company. 


and 


A.T.E.S. (Electronic Industries of 
Southern Italy). 
Delta. 


Durkopf Italia. 
Industrial Machinery Company. 
Filotecnica Salmoiraghi. 


Naples Engineering and Foundry 
Company. 

O.T.0. Melaro. 

S.A.F.0.C. (Gorizia Foundry and 


Manufacturing Company). 

Selenia (Associated Electronic Indus- 
tries). 

Sigme (Italian Missile Manufacturing 
Company). 

The Saint Eustace Company. 

Wayne Italiana. ` 


Electrical Undertakings 


Finelettrica (Electricity Industries 


Finance Corporation). 
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S.1.P. (Piedmont Financial Institute). 


S.M.E. (Financial Institute for South- 
ern Italy). 


Terni (Industrial and Electrical Cor- 
poration). 

S.T.E. (Trentino Electricity Board). 

U.N.E.S. (Union of Electricity Under- 
takings). 

Vizzola (Lombardy Electricity Supply 
Board). 

Puglie Electricity Board. 

Calabria Electricity Board. 

Campania Electricity Board. 

Lucana per Imprese Idroelettriche 
(Lucca Association of Hydro-elec- 
tricity Undertakings). 

S.E.B.I. (electricity company con- 
cerned with land development and 
irrigation). 

P.C.E. (Piedmont Central Electricity 
Board). 


SENN (National Nuclear Electricity 
Board). 


Agri Hydro-Electricity Board. 


Germina (National Geological and 
Mining Institute). 

Shipbuilding 
Fincantieri (Shipbuilding Industry 


Finance Corporation). 

Ansaldo (shipbuilding). 

Arsenale Triestion (shipbuilding). 

CN.O.M.V. (Venice shipbuilding and 
engineering companies). 

Cantieri riuniti dell’Adriatico (Asso- 
ciation of Adriatic Shipbuilding 
Companies). 

Esercizio Bacini Napoletani 
building company in Naples). 

Navalmeccanica (shipbuilding and 
engineering company in Naples). 

O.A.R.N. (ship-fitting and ship-repair 
company). 

Officine di costruzioni e riparazioni 
navali di Taranto (Taranto Ship- 
building and Repair Company). 

Veneziana Esercizio Bacini (Admi- 
nistration of Venice Harbour). 


(ship- 


A0 


Miscellaneous Holdings 


RAI-TV (Radio and Television). 
SIPRA. 


ERI. 

FONTI-Cetra (Gramophone records). 
Societa italiana  telecomunicazioni 
Siemens, 


Monte Amiata Mineraria (Asbestos). 

CELDIT. 

Montecatini (chemical industry). 

SAIVO. 

Egiziana Fosfati (Egyptian Phospate 
Company). 

Manifatture cotoniere Meridionali 


(Cotton Manufacturing Company of 
Southern Italy). 


li Fabbricone (Woollen Goods Manu- 
facturing Company). 

ALITALIA (Italian National Airlines). 

ELIVIE (Italian Helicopter Travel 
Corporation). 

S.A.M. (Mediterranean Airlines). 
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Strade Ferrate secondarie Meridionale 
(operating branch lines in Southern 
Italy). 


Società italiana per il traforo del 
Monte Bianco (Mont-Blanc Tunnel 
Company). 

Italstrade (Highway Construction). 

Autostrade Concessioni e costruzioni 
(Motorway Concessions and Con- 
struction). 


Autostrada Firenze-Mare (Motorway 
from Fiorence to the Sea). 


S.G.A.S.— Grandi alberghi siciliani 
(company operating main hotels in 
Sicily). 

Maccarese. 

SACAM. 

SACOS. 

ILTE. 

Edinsdustria Editoriale. 

IFAP. 

CAMIM. 


Source: Reports of the Ministry of State Share Holdings. 


APPENDIX C 


Companies in the ENI Group 


SNAM (National Oil Pipelines Corpo- 


ration): 

Az. Metanodotti Padani; 
Metano Arcore; 

Metano Borgomanero; 
Metano Casalpusterlengo; 
Metano Correggio; 

Metano S. Angelo Lodigiano; 
Nuovo Pignone; 

Agip USA: 

Oleodotto del Reno; 
Oleodotto del Rodano; 
Südpetrol; 

Erdol Raffinerie Jugolstadt. 


AGIP (Italian Petroleum Corporation): 


Idrobitume Zabban; 
IROM; 

Min. Sicilia Orientale; 
Ravennate Metano; 
SAMPOC; 
SAMPOR; 

SEMI; 

SERAM; 

SOIS; 

SOMICEM; 

SOMIS; 

STEI; 

Vulcano; 

SOFID; 

SEGISA; 

STIEM; 

Agip A.G. (Austria); 


Agip Argentina; 

Agip Brazzaville; 
Agip Cameroun; 

Agip Casablanca; 
Agip Dahomey; 

Agip Djibouti; 

Agip Ethiopia; 

Agip A.G. (Germany); 
Agip Ghana; 


Agip Ltd. (Great Britain); 


Agip Hellas AE: 
Agip Ivory Coast; 
Agip Ltd. (Kenya); 
Agip Liberia; 

Agip Madagascar; 
Agip Mineraria Sudan; 
Agip Nigeria; 

Agip Sierra Leone; 
Agip Somalia; 
Agip Sudan; 

Agip S.A. (Switzerland); 
Agip Togo; 

Agip Tunisia; 
CORI; 

Gas Orient; 

IEOC; 

COPE; 

Mineraria Somala; 
NAOC; 
Olympiagas; 
Petrolibia; 

Asseil; 
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SIRIP; Lanerossi; 
SITEP; Lebole Euroconf.; 
SOMIP: Pantalonificio Ital.; 
ANIS (chemical industries): nn 
Anic Gea; Serenella XVII; 
Chimica Ravenna; SMIT: 
Phillips Carbon Black It.; E 
SALPO; Lanerossi Commerciale Europea; 
SAPIR; Lanerossi G.m.b.H. 
SIPO; AGIP NUCLEARE (Agip Nuclear 
STANIC; Industries Corporation): 
GHAIP; Sima; 
SAMIR; Sinterel: 


STIR; Somiren. 


THE AGRICULTURAL SECTOR 


by Carlo AIELLO, 
Doctor of Agronomy 


I. Nature and Limitations of Intervention by Public Authorities 


Agriculture bears the stamp of private economy more than any 
other sector of production ; the inchoate nature of its origins and 
development have left their mark on its structure and characteristics 
today. 


If we examine the different methods of farming which have been 
followed in the past we find that from the earliest times, through 
the period of development of capitalist and owner-farmer undertakings 
and down to the period of large collective owned farming complexes 
(farms owned by municipal and provincial authorities, public cor- 
porations and agrarian universities), we find that the actual direction 
of a farm is always in the hands of one individual. 


One of the principal characteristics of a large proportion of the 
agricultural sector is the fact that (especially in mountainous 
regions) subsistence farming takes precedence over cash-crop farming. 
Moreover, in agriculture the financial results of farming depend to a 
very great extent on the amount of actual human labour put in and 
the techniques and methods selected by the farmer to make the best 
use of the factors of production available to him and to adapt their 
use in the light of market conditions. 


It must also be remembered that until the beginning of the Industrial 
Revolution land was almost the only capital asset available to men 
the value of which could be enhanced by human effort. 


Economic and social developments brought in their wake new 
scales of values. A great variety of non-agricultural activities de- 
veloped; the reduction of pressure of population on the land gradually 
relaxed; the mobility of labour improved; and patterns of production 
underwent radical changes. But notwithstanding all these upheavals, 
agriculture continued to be primarily the affair of the individual 
private farmer, 


However, the decisions of the individual farmer are affected by 
political decisions of a more general character taken by successive 
national governments with the promotion of the general welfare in view. 
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À typical example of the superimposition of high-level decisions 
in the agricultural sector is to be found in the direct and indirect 
intervention of the State as evidénced in the legislation on the subject 
enacted since 1933. This intervention is justified by the general need 
to accelerate the process of bringing under-utilised resources into fuller 
use and of increasing the productive capacities of large areas by means 
of substantial public and private investment. It takes a variety of 
forms-works of general interest, the fostering of private initiative and 
even measures of a mandatory character. 


The public authorities can also exercise considerable influence on 
agriculture by regulating the markets for certain types of agricultural 
produce. This they can do in a variety of ways; the earliest and most 
familiar methods of state action to increase and stabilise farming 
incomes are price-fixing, stock-piling and customs duties. Another 
method by which the public authorities have from the earliest times 
attempted to influence agriculture is the use of specific credit and 
taxation policies (development subsidies, farming subsidies, etc.). 


The authorities have also done much to facilitate and promote the 
development of associations of farmers-production and marketing co- 
operatives, soil improvement co-operatives, etc. 


As far as farming itself is concerned the Italian Government’s 
policy has always been one of completely orthodox liberalism; the 
public authorities have never made any attempts directly to influence 
this sector. Even farmland owned by the central, provincial or mu- 
nicipal authorities has been leased to individuals or to co-operative 
associations of farmers. On the other hand, the State is directly 
concerned with the management of forests; in 1910 the Public Forests 
Corporation was established (in 1953 its name was changed to State 
Forests Board); this is the only sector in which the public authorities 
have intervened directly. The measures taken will be described later. 


The State has, however, taken measures to modify patterns of land 
ownership and tenure in pursuance of the principles clearly laid down 
in article 44 of the Italian Constitution, which states that “with a 
view to bringing about the rational exploitation of the land and to 
establishing fair relationships between classes, the law shall place 
obligations and restrictions on private landowners, restrict the size of 
individual holdings according to the region and agrarian zone con- 
cerned, promote and require land reclamation, the transformation of 
latifundia and the reconstitution of productive units, assist small and 
medium-scale landowners ...”. 


In application of this provision two Acts (the Sila Act and the 
Stralcio Act, named after their sponsors) were adopted in 1950. These 
texts provided for the expropriation of large estates in certain specific 
areas in southern Italy, central Italy (Maremma) and even in northern 
Italy (the Po delta), where agriculture was particularly backward, 
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against compensation and for the redistribution of the land thus acquired 
among small-scale farmers. The main objectives of this measure were 
as follows : 


(a) the establishment of a new economic and social order in areas 
in which imbalances in social structure and patterns of land 
tenure had previously hampered all attempts to promote production 
and development; 

(b) the provision of capital on a large scale to permit radical changes 
in production patterns in the areas where land was redistributed 
with a view to increasing and stabilising the incomes of the farm- 
ing population groups affected; 

(c) the organisation of the new production units established with a 
view to promoting more efficient methods of marketing their 
produce, the wider utilisation of available technical resources and 
the stable settlement of the population in rural areas; and 

(d) indirect action to promote the modernisation of production patterns 
and social structures in agriculture in neighbouring areas. 


Il. The Agencies Responsible for Reform 
(1) Functions. 


To implement this scheme the Government created eight special 
public-law Land Reform Boards. Their functions comprised, under the 
traming and implementing plans for the expropriation and redistribu- 
tion of land, the provision of technical and financial aid to the 
undertakings to whom land was allocated and handling the technical 
aspects of marketing. The Boards are under the direction and control 
of the Ministry of Agriculture. 

A scheme conceived on this scale entails substantial investments, 
of which the State provides the greater part (approximately two-thirds), 
ihe remainder being provided by the persons to whom the land was 
allocated. 

But the purpose of the scheme has been more than just the 
expropriation and -redistribution of land; new elements have gradually 
crept in. During the early years of the scheme — that is to say, the 
period elapsing between the expropriation and the redistribution — 
the expropriated land is managed directly by the responsible Board; 
the latter takes the necessary steps during this period to reorganise 
farming methods, making use wherever possible of the labour resources 
of the intended beneficiaries of the scheme. Once this stage has been 
completed the public authorities set up farming units with the greatest 
possible measure of autonomy and give them guidance and technical, 
financial and social assistance. However, the Boards reserve the right 
to assess the behaviour of the beneficiaries and to evaluate the 
efficiency of their farming; wherever the corporation is dissatisfied it 
may cancel the deed of assignment. 
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The Boards also have responsibility for the management of co- 
operatives for the processing and marketing of agricultural produce 
during their early years. They guarantee working capital loans and 
provide technical assistance until the difficult period of initial establish- 
ment and starting of operation is over. Although this work is. 
performed on behalf of other agencies it is one of the most typical 
aspects of the activity of the Boards. 


In addition, all the Boards have bought land from private persons, 
where necessary to form a homogeneous parcel for a new small family 
farm, 


When the new farms and agencies are able to stand on their own 
feet the Boards will cease to provide direct assistance and concentrate 
more and more on measures to assist and promote individual initiative. 
When the time comes to turn them into development corporations they 
will be in a position to take measures on a larger scale designed to 
bring about radical changes in production methods. 


(2) The Achievements of the Scheme. 


So far a total of 760,000 hectares have been expropriated, 673,000 
under the Sila Act and the Stralcio Act ; the remaining 87,000 hectares. 
were acquired or exchanged under special legislative provisions. ! 
In addition, there are 48,000 hectares of land to which “residual third” 
arrangements apply 2, of which up to 21,500 hectares will eventually 
revert to the Boards, 


By the end of 1961, 630,000 hectares of land had been redistributed 
to over 110,000 families; 348,000 hectares were allocated in the form 
of poderi (units the size of which is normally calculated on the basis 
of the labour-power of a peasant family) numbering 45,574 in all; 
while a further 109,000 hectares were distributed in the form of 45,747 
“complementary” lots (quote) to round off the areas already held by 
farms partly carved out of other large estates. 

The average size of poderi is 9.61 hectares; their actual size 
ranges from 4 to 5 hectares for those in irrigated areas to 7.8 hectares 
for those in non-irrigated and partly forested areas or farms engaged 
in both cereal production and cattle rearing to 15 to 25 hectares for 
cattle-rearing farms in hilly and mountainous areas less suitable for 
cultivation. The average size of the “complementary” lots was 2.37 
hectares. Table I shows the amount of land expropriated and re- 
distributed in each of the eight development areas. 


1 The lands acquired include the lands belonging to the former Sardinia Settlement 
Corporation and lands belonging to the military authorities. 

2 Lands acquired under “residual third” arrangements are Jands which, at the 
request of the expropriated. owner, are not expropriated in their entirety; the owner 
undertakes to reorgonise the system of farming after which half of the land is. 
made over to the State; the owner is repaid the money spent on development. 
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The financial resources made available to these developed areas 
under the different reform Acts were as follows : 


(a) the Silano-Jonico area, (Act No. 23 of 
12 May T950) esse 1,500 million lire 


(b) the areas in southern Italy and the 
islands (Act No. 841 of 21 September 
1990) EE 280,000 woo wë 


(c) the areas in central and northern Italy 
(70,000 million lire under article 1 of 
Act No. 998 of 25 July 1952 and 19,000 
million lire under article 5 of Act No. 543 
of 15 July 1954, the whole being regulated 
by article 24 of Act No. 841 of 21 
September 1950) .................... 89,000 a e 


(d) for all the areas (199.75 million under 
article 1 of Act No. 600 of 9 July 1957 
and 54,000 million under article 30 of 
Act No. 454 of 2 June 1951 .......... 253,750 = = 


with the aid of these appropriations, which provide continuing 
annual incomes, the Boards have carried out and are still carrying out 
investments for the promotion of settlements (villages and utilities), 
for agricultural development projects (planting of trees, marking out 
boundaries, irrigation, etc.), for projects of general interest and for 
the construction of housing in rural areas. It is to these fields that 
the main investment effort of the Boards has been directed; the total 
amount invested in 1961 (not including overheads) was 284,200 million 
lire. Difficulties have been considerable and conditions vary very 
considerably from area to area; even so, these measures have all been 
implemented with relatively little delay. 


Table II contains statistical and financial information on what has 
been achieved so far. Apart from the information concerning the 
establishment of a land settlement fund to promote the stable settle- 
ment of farming families in the most backward areas the most 
significant figures are those relating to the afforestation of nearly 
100,000 hectares of land, the marking out, clearing and ploughing up 
over 500,000 hectares and the completion of irrigation projects covering’ 
over 37,000 hectares. 
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TABLE Il. INVESTMENT IN LAND REFORM AND SETTLEMENT PROJECTS 





Value of projects Value of work 

Development area completed in progress 

(million lire) (million tire) 
Delta Padano ................., 31,348 264 
Maremma ...................,,, 37,393 4,841 
Fucino ass 10,407 963 
Campania (ONC) ............... 9,328 432 
Puglia, Lucania and Molise ...... 91,893 3,951 
Calabria (O.V.S.) ................ 32,945 3,621 
SIEHY, «italiani wake are 24,000 3,636 
Sardinia: Lise ria an 26,927 2,304 
Total ........ 264,241 20,012 





TABLE III. PROJECTS COMPLETED OR IN COURSE OF COMPLETION BY THE LAND 
REFORM BOARDS ON 31 DECEMBER 1961 


Projects completed WE dine 
SE Expenditure Expenditure 
Number (million lire) Number (million lire) 
(1) Villages 
(residential) ...... 137 9,102 25 1,824 
(2) Villages (service) . 336 2,769 1 4 
(3) Individual dwellings 
including stables, 
store-houses and 
annexes ,......... 41,320 117,501 1,924 6,580 
(4) Roads linking farms 7,531 km. 26,707 750 km. 4,806 
(5) Marking out and 
clearing of ground; 
areas brought un- 
der the plough ... 518,005 ha. 55,118 8,700 ha. 1,237 
(6) Afforestation ..... 94,613 ha. 18,957 4,589 ha. 1,053 
(7) Irrigation ........ 33,832 ha. 5,193 3,626 ha. 900 
(8) Water supply lines 
and connections .. 1,593 km. 4,182 195 km. 706 
(9) Electricity supply 
and connections .. 1,730 km. 2,534 421 km. 1,244 
(10) Miscellaneous .... — 22,538 — 1,658 
Total .... 261,241 20,012 
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These projects were essential if radical changes in production 
patterns — and consequently the fundamental objectives of the reforms 
which were designed primarily to bring about increases in productivity 
— were to be achieved. 


The Boards also made investments designed to provide the newly 
established farms with livestock and implements. It should not be 
forgotten that the expropriation measures applied to lands with very 
little capital invested in them and that the measures themselves only 
affected the land itself and the small amounts of capital invested in 
them on a long-term basis. Thus the amount of capital equipment 
acquired was extremely small. It was essential to provide livestock 
and machinery on the scales required in modern agriculture to permit 
the replacement of the existing extension farming methods by other 
methods of a more intensive character, 


Expenditure on capital goods of this kind during 1961 was as 
follows : 


livestock (71,345 head of horned cattle, 29,242 
goats, 11,708 pigs and 59,484 sheep) .. 14,408 million lire 


movable implements `, 12,566 ti si 
machinery and other equipment ............ 35,033 3 È 


In addition to this direct investment by the Boards, there has in 
recent years been a considerable volume of investment by the beneficia- 
ries of the redistribution process directed not only towards developing 
more intensive patterns of production but also towards the building 
up of the capital equipment and livestock of the farms themselves. 
Much of this investment has been made on a credit basis; the financial 
incentives offered have been effective. By the end of 1960 a total of 
26,319 million lire had been invested in this way in the development 
areas other than Sicily, for which no figures are available. The per- 
centage distribution of this expenditure is as follows: 

By area: Delta Padano, 14.3; Maremma, 43.3; Campania (ONC), 
2.5; Puglia, Lucania and Molise, 27.2; Calabria (O.U.S.), 9.6; and 
Sardinia, 3.1. 

By category of expenditure: for land improvement, 15.3; for the 
establishment of rural production units, 11.6; for other investments in 
poderi, 3.6; for machinery and equipment, 24.9; for other expenditure 
to increase the material well-being of families (machines, motor-cycles, 
etc.), 34; for the purchase of fixed assets other than real estate 
and holdings, 10.6.3 

These investments are designed to improve the living conditions 
of farming families. It is estimated that the amount so invested had 


pri 


8 Source: Ministry of Agriculture and Forests: Agricoltura, 1962, No. 11. 
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doubled by the end of 1962. In other words, once the new patterns of 
productive activity have béen launched and families have been settled 
on the land on a long-term basis, a considerable proportion of the latter 
proved able to carry on the process of economic and social progress 
by their own efforts. 


Thus the Boards have been able to direct their efforts and employ 
their technical, financial and organisational resources mainly towards 
the provisions of technical assistance and the promotion and fostering 
of projects to increase the market value of the increased volume of 
production. By the end of December 1961, 625 service co-operatives, 
91 processing and preserving co-operatives, 183 cattle-rearing co- 
operatives and 12 associations of co-operatives had been established. 
The membership of these societies totalled some 18,000. Promotional 
activities of this kind certainly affect sectors of the farming population 
other than the direct beneficiaries and are certainly one of the agrarian 
reform scheme’s main contributions to the improvement of environmen- 
tal conditions in agriculture, particularly where human conditions are 
favourable. 


The financial assistance given has usually taken the form of thirty- 
year loans, bearing interest at 3 per cent., to individual beneficiaries. 


The second most important factor which has contributed to the 
success of the scheme has certainly been the technical assistance 
supplied; for the organisation of farming on a more intensive basis 
requires a general level of technical knowledge which the beneficiaries 
could never have acquired by themselves. They have received valuable 
assistance from the technicians of the Boards, who have helped them 
to organise themselves on a sound economic basis and carried on 
demonstration and extension work. 


According to estimates prepared by the Ministry of Agriculture, 
during the period 1953-60 the total value of gross marketable pro- 
duction increased by nearly 200 per cent.-—from 22,400 million to 
64,500 million lire, while the value of gross marketable production 
per hectare of land under cultivation increased from 71,300 to 
119,300 lire. During this period the distribution of production among 
the main categories of agricultural produce changed substantially. In 
1953 livestock accounted for only 11.1 per cent. and arboriculture 
5.9 per cent. of the total; by 1960, however, the percentage had risen 
to 30.2 per cent. and 13.2 per cent. respectively. 


In Maremma, the Padano Delta and Sardinia the efforts of the 
Boards have been directed primarily towards the promotion of stock- 
rearing; in Puglia and Basilicata incomes have been increased by 
the promotion of horticulture and the planting of trees; in Campania 
and to a lesser extent Calabria and Fucino corn is still an important 
crop, but now more emphasis is being laid on the promotion of crops 
which revivify the soil (such as potatoes, beet, tomatoes, etc.). 
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TABLE IV. GROSS MARKETABLE PRODUCTION IN REGIONS COVERED BY REFORMS, 








1953 AND 1960 
Total value (million lire) Unit value 
1953 1960 
Region 1953 1960 (7060 lire per (000 lire per 
(at current (at current hectare of hectare of 
prices) prices) available available 
land) p land) 
Delta Padano ...... 788.5 8,298.2 188.8 252.8 
Maremma ......... 7,425.5 15,784.0 82.5 110.5 
Fucino .........., 4,673.3 6,012.2 345.1 386.8 
Campania (ONE) .. 023.2 5,072.8 155.8 339.4 
Puglia, Lucania and 
Molise .......... 213.8 16,927.2 65.7 95.1 
Calabria (O.V.S.) .. 3,642.8 7,905.7 56.9 101.3 
Sardinia .......... 690.0 4,509.7 9.7 58.7 
All areas .... 22,409.3 64,509.8 71.3 119.3 


N.B. No figures available for Sicily. 


TABLE V. DISTRIBUTION OF GROSS MARKETABLE PRODUCTION BY CATEGORY, 
1953 AND 1960 


1953 1960 


Agricul- Live- 


Region Agricul- 
ES er ture Forestry stock Total 


Live- 
ture Forestry stock Total 


Delta Padano . 83.0 4,9 12.1 100 61.0 3.9 35.1 100 


Maremma .... 82.1 7.9 10.0 100 50.9 8.5 40.6 100 
Fucino ...... 78.4 14 20.2 100 78.5 0.6 20.9 100 
Campania .... 93.8 5.1 1.1 100 68.4 2.6 296 100 


Puglia, Lucania 
and Molise . 82.6 9.5 4,3 100 49,1 33.8 17.1 100 


Calabria ..... 83.1 3.6 13.0 100 65.7 84 259 100 
Sardinia ..... 889 45 6.6 100 37.1 6.8 56.1 100 


All areas .. 830 5.9 11.1 100 56.6 13.2 30.2 100 


N.B. No figures available for Sicily. 
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Naturally, the results achieved vary. from zone to zone and even 
from farm to farm according to the potential resources available in 
each particular area, In over three-quarters of the poderi affected 
incomes actually did rise. But the situation in the remaining poderi 
— those with limited natural resources, usually situated in hilly and 
mountainous areas — is different. In spite of the fixed investments 
made, and in spite of the fact that gross production has increased, 
the incomes of farming populations settled in these marginal areas 
is becoming cofitinually more precarious. Only rarely has this marginal 
situation led farmers to abandon their holdings; but this is mainly 
due to the self-sufficient organisation of the individual farms. 


This state of affairs is obviously unsatisfactory; however, there 
can be no doubt that the reforms have had considerable success in 
the social and economic fields: large numbers of peasants have Deen 
raised up from the inferior and degrading position of agricultural 
labourers to that of free men in a position to determine their own 
economic future and their living and working conditions. 


HI. The State Forests Corporation 
(1) Functions of the Corporation. 


The first legislation on forests adopted in Italy dates back to 
1877; it was designed exclusively to safeguard the nation’s forests 
and to secure hydrological and geological conservation. Subsequently, 
however, a number of improvements and additions were made to that 
legislation in the light of the economic problems arising in connection 
with the rational exploitation of these forests. 


An Act was passed in 1910 establishing the Office for State 
Forests; in 1923 new legislation on the subject was enacted; finally, 
in January 1933 an Act (No. 30) was passed establishing the State 
Forests Corporation and the system of administration which still 
exists today. 


The Corporation is an autonomous public body with separate 
legal personality and financial administration. .It has a Board of 
Governors, an Administrative Committee, a Chief of Technical Services, 
nine technical services and 45 local offices. The annual balance sheets 
and budgets, together with the annual reports of the corporation, 
must be approved by Parliament as appendices to the accounts of 
the Ministry of Agriculture; prior to this, however, the records and 
estimates of income and expenditure must be approved by the Govern- 
ment Auditor acting on behalf of the Treasury. 


In accordance with the legislation under which it was established 
the Corporation is responsible for administering state-owned forests, 
exploiting them on a rational basis, marketing timber and related 


54 CG AIELLO 





products and expanding the area of state-owned forests by purchasing 
and afforesting new land. In addition, under the 1923 Act it is 
required to administer forests and pastureland owned by public cor- 
porations and local authorities wherever the owners decide that they 
no longer wish to exploit them on their own account. 


The field of activity of the Corporation was subsequently expanded; 
during the period 1933-35 it was successively made responsible for 
. the administration of the national parks and in 1936 under Act 
No. 1338 of that year, it was empowered to obtain reafforestation 
concessions in water conservation areas. 


The area controlled by the original Corporation and its successors 
has varied considerably since 1910 as a result, first, of the territorial 
gains resulting from the First World War; secondly, as a result of 
the territorial losses incurred after the Second Word War; and, lastly, 
as a result of the transfer of some state-owned forests to the semi- 
autonomous regions. 


In 1952 the Corporation was administering only 132,000 hectares; 
but since then, in pursuance of the aims of the Mountain Regions 
Act and the Special Act concerning Calabria, it has acquired new 
land for afforestation, bringing the area under its control to a total 
of 324 hectares. It also administraters 132,000 hectares of forest 
belonging to other organisations. 4 


Some of the Corporation’s most recently acquired assets are still 
being used for agriculture or stock-rearing. In these areas the 
Corporation is endeavouring to improve techniques 


When holdings of this kind formed only a small proportion of 
the Corporation’s assets -it used to lease units out or grant concessions 
to cut the hay crop or to graze livestock on a yearly basis, However, 
since the adoption of the Mountain Areas Act purchases of land have 
increased considerably; and the Corporation has sometimes established 
new farming undertakings under its direct control and organised along 
modern lines on land well suited for agriculture. În many cases the 
incomes earned by these farms are greater than the return which 
could be obtained if the land were given over to forestry. They 
bring in a substantial contribution to the revenues of the Corporation; 
at the same time their existence as model farms serving as demonstration 
centres for new techniques and systems and rational farm management 
in areas which economically border on the marginal is of considerable 
benefit to the surrounding areas. 


4 Today the corporation is responsible for two of the four national parks, Tarvisio 
forest, the land belonging to five municipal authorities in the province of Catanzaro and 
a number of publicly owned water conservation areas in the provinces of Udine, 
Treviso, Belluno, Ferrara and Perugia —a total area of over 132,000 hectares--in 
addition to its own assets. 
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(2) Volume of Investment. 


In the agricultural areas under its control the Corporation has 
encouraged amalgamation of farms to permit the introduction of 
more advanced methods. In 1962 there were 130 agricultural and 
stock-rearing undertakings with a total area of 6,000 hectares and 
owning in all 2,000 head of horned cattle, 8,000 sheep, 900 pigs and 
96 horses. 


The Corporation’s investment projects are financed sometimes 
entirely out of its own resources and sometimes with contributions 
from the central government budget; in addition, the Corporation carries 
out soil improvement projects on a concession basis. During the 
financial year 1958-59 the Corporation invested 514 million lire from 
its own resources and 876 million lire of funds provided by the State; 
during the following financial year the corresponding amounts were 
588 million and 931 million lire. These sums were spent as follows: 


TABLE VI. SPECIAL INVESTMENTS EFFECTED BY THE A.S.F.D. 
DURING THE FINANCIAL YEAR 1959-60 
(In thousands of lire) 


Type of project en ler mn 
Reafforestation gege ege e 52,975 318,097 
Maintenance and reconstitution of forests .. 48,004 121,718 
Water conservation projects (forestry and agri- 
CUITHTE) ins ss EEN A 12,735 42,628 
Establishment and special upkeep of fishponds 
and, lakes sanieren 33,759 21,128 
Pasture improvement ..................,... 13,830 10,044 
Communications (roads, bridges and tracks) .. 82,634 282,429 
Cable railways: ci. visione dediti 10,401 — 
Buildings for residential or office use ...... 123,549 71,176 
Factories, plant, stables storehouses ........ 42,058 27,659 
Aqueducts, reservoirs, etc. ............,..... 10,919 6,398 
Telephone and electric puwer lines .......... 14,726 1,399 
Fencing and enclosures ..............,,,.... 142,994 28,801 
Total suse 588,584 931,477 


Source: Notiziario Forestale e Montano, 1961-62. 


The main sources of revenue of the Corporation are the proceeds 
of sale of timber and related products (about 90 per cent. of the 
total); sales amounted to 2,000 million lire in 1962. It draws up its 
felling programme in such a way as to ensure that there is always 
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a sufficient reserve of timber in hand to enable it to meet a national 
emergency; moreover, it does not fell any trees in recognised beauty 
spots or where trees are essential for soil conservation or the safety 
of civil engineering works. 


This has been achieved by the introduction of up-to-date methods 
of felling, preparation and transport of timber, the rational organisa- 
tion of marketing and the economic exploitation of by-products of 
felling. 

In spite of these restrictions, a total of 261,000 steres of timber 
was sold during the financial year 1959-60. Of the timber sold, 62,000 
steres were sawn and a further approximately 22,000 steres further 
processed in the Corporation’s sawmills. ‘In 1959-60 these sawmills 
added 122 million lire to the value of the timber sold. 


The three balance sheets for the financial years 1957-58, 1958-59 
and 1959-60 show that during the period they cover income totalled 
8,000 million lire, This figure does not include capital transfers. 
totalling 3,800 million lire (including a payment of 3,000 million from 
the central Government under the Mountain Areas Act to be used for 
the purchase of land for reafforestation) or the proceeds of operations 
for other parties which amounted to 250 million lire. Income from 
sales during this period amounted to 6,200 million lire. 


Expenditure during the same period amounted to 4,700 million lire 
in ordinary expenditure — care of forest felling, the maintenance of 
roads and buildings, the reimbursement of staff costs to the central 
Government 5— and 3,300 million lire of extraordinary expenditure 
(including special upkeep work on roads and the redemption of loans 
obtained from the Cassa per il Mezzogiorno for the purchase of land 
and investment in forestry projects). It should be mentioned that 
ordinary expenditure includes an annual payment of 75 million lire 
to the central Government out of earnings. 

The financial balance sheet for the period under consideration 
also includes 2,000 million lire paid by the State for the performance 
of land reclamation and agricultural improvement work; table VI 
indicates the types of projects carried out. 


The Corporation has a central office with a directorate-general, 
nine technical services, and 45 local offices, each of which is res- 
ponsible for a particular state forest. Twenty-six of these offices. 
are autonomous and are responsible for the larger forests; the remainder, 
which look after the smaller forests, are attached to the Inspectorate 
of the State Forestry Corps. 


5 The Corporation does not have its own staff. Its central and local office staff 
and its technical, administrative and supervisory employees are attached to the State 
Forestry Corps and the Ministry of Agriculture and Forests. For individuai projects. 
the Corporation engages temporary help, for which it pays from its own budget. 


THE CO-OPERATIVE MOVEMENT 


by Ruggero AMADUZZI, 
Doctor of Law 


The first co-operative in Italy was established in 1849, barely five 
years after the foundation of the Rochdale Society of Equitable Pioneers. 
It was called the Società di Mutuo Soccorso in Piemonte and operated 
“provident stores” to enable its members to purchase staple goods. 
However, these stores did not function on a continuing basis. At 
about the same time, without any knowledge of the achievements of 
the Rochdale movement, the workers of Turin joined together to form 
a co-operative. However, they did not adopt all the principles laid 
down by the Rochdale Society. The first co-operative of the Rochdale 
type to be established in Italy is generally considered to have been 
that established in Como in 1864 under the leadership of Francesco 
Viganò. The first co-operative bank was established by Luzzatti in 
Lodi in 1863; as early as 1859 the compositors in Turin joined 
together to form a veritable production co-operative. 


Although the co-operative movement only developed slowly and in 
fits and starts during the early years, its achievements were nevertheless 
considerable if one takes into account the political and economic 
situation at the time; the economy was essentially agricultural in 
character; production was organised along handicraft lines; there were 
only ten cities with more than 100,000 inhabitants; and the political 
and economic unification of the country had given rise to very difficult 
problems of organisation and to serious social disturbances. By 1886 
the movement had grown to such a size as to make necessary the 
foundation of the National Federation of Co-operatives. At the con- 
stituent congress 201 co-operatives, with a total membership of 70,000, 
were represented. In fact, the movement was considerably larger than 
these figures suggest; there were approximately 1,000 societies in 
existence, most of them in southern Italy. 


One striking fact about the early years of the movement is the 
support it received from a great variety of different groups and in- 
dividuals on the organisational as well as the promotional side. The 
great figures of this period were Luzzatti, Wollemborg, Viganò, Baldini 
and Rabbeno. 


During the last ten years of the nineteenth century the co-operative 
movement expanded rapidly; the number of societies increased from 
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1,790 in 1890 to 3,880 in 1902; during the same period membership 
rose from half a million to a million. During the entire period the 
predominance of the working classes and the socialist influence in 
the movement steadily increased. In 1906 the co-operatives, the mutual- 
aid associations and the trade unions formed the “triple alliance of 
labour”. This association, which became closer and closer as the years 
went by, marked the co-operative movement as a target for the 
repressive measures taken after the Fasci Siciliani riots in 1894; 
those taken after the 1898 riots were even more severe, and the national 
leaders of the movement were victimised. The entrance of Giolitti into 
the Government as Prime Minister in 1963 marked the beginning of a 
more propitious period for the development of the movement; the 
establishment of co-operatives was encouraged and they were granted 
a number of privileges. In 1913 the Co-operative Credit Institute was 
established. During the ten years during which Giolitti was Prime 
Minister economic and industrial development went ahead at a great 
rate and the number of co-operatives and their membership doubled. 
Of the 7,429 co-operatives in existence in 1913, 2,480 were consumer 
co-operatives, 3,022 workers’ production co-operatives, 1,143 farming 
co-operatives and 751 building co-operatives. Sixty per cent. of all the 
societies in Italy were situated in four regions (Lombardy, Venezia, 
Emilia and Tuscany). 


After the First World War the rapid expansion of the co-operative 
movement was resumed. The history of this period is studded with 
incidents; the post-war years were an extremely troubled period during 
which co-operation seemed to offer an ideal solution applicable to a 
wide range of problems. By 1921 there were 25,000 societies with a 
membership of over 2 million. 


The advent of fascism put an end to this expansion; at the same 
time the working-class movement was crushed and democratic freedoms 
were suppressed. The national organisations were abolished, Some 
of the larger co-opératives were reorganised as “Institutions with 
independent legal personality” under the control of the executive 
authorities; others were dissolved or forced to dissolve. However, 
many of them managed to survive through this period even though 
they no longer had any democratic independence. 


During the Second World War the co-operatives were mere bu- 
reaucratic agencies under the control of the Ente Nazionale Fascista 
della Cooperazione, which was established in 1926; they were thus 
unable to play the same role as they played during the First World 
War. A number of them closed down or were sold to private 
entrepreneurs, 


When the Second World War was over the people once again 
turned to co-operation as a panacea for all their problems. Many of 
the co-operatives established at that time were short-lived, mainly 
because the fundamental elements necessary for a sound co-operative ` 
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movement-capital, a reasonably stable social environment and com- 
petent leadership-were lacking. However, the restoration of democratic 
liberties created conditions favourable for the ordered development of 
the movement. In 1945, for the first time in Italy, a Directorate- 
General for Co-operation was established within the Ministry of Labour; 
one of the great leaders of the co-operative movement, Mr. Basevi, 
was placed in charge. The Directorate set out to promote the normal 
development of the co-operative movement, to consolidate its bases and 
to promote the establishment of new legislation and financial agencies. 


The co-operative movement is recognised in article 45 of the Italian 
Constitution in the following terms: “The Republic recognises that 
co-operative societies of a mutual-aid character not carrying on spe- 
culative operations for private advantage have a social function.” 
Practical steps were taken to promote co-operation. A decree enacted 
in 1947 placed co-operatives under the supervision of the Ministry of 
Labour, required all societies to have their accounts audited every 
two years by the national representative organisations, made registra- 
tion of all co-operatives (instead of some as previously) at the local 
prefect’s office compulsory, re-established the Central Commission on 
Co-operation and established provincial supervisory committees and 
laid down rules concerning the size of the membership of societies of 
different kinds and the minimum and maximum values of members’ 
shares. The same decree laid down rules governing mutual-aid societies. 
During the same year, a special co-operative credit section was 
organised in the National Labour Bank. Lastly, co-operatives were 
granted a considerable number of taxation privileges. 


Size of the Co-operative Movement Today. 


Although the statistical data available for the last few years is 
much more voluminous than the meagre information available in the 
past, it does not give us a much clearer idea of the size of the 
co-operative movement today. The Directorate-General for Co-operation 
has since its inception carried out a number of censuses. The census 
of consumer co-operatives carried out in 1946 reported 5,043 such 
co-operatives with a total membership of 2,244,426; the census of wor- 
kers’ production co-operatives held in 1957 recorded 5,533 societies 
with a membership of 410,772. However Mr. Basevi considers that 
these figures fall short of the truth and are unreliable.1 In 1949 a 
census of agricultural co-operatives was taken which gave a total of 
4,927 societies; Mr. Basevi also considers this figure inaccurate. 
Lastly, a census of building co-operatives taken in 1952 gave a total 
of 6,544 societies. The inquiries carried out by the Directorate show 
that in 1950 there were over 40,000 co-operatives registered with the 


I i Albert BASEvi: Legge sulla cooperazione e la sua pubblicazione, Rome, 1954. 
pp. 138 ff. 
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courts and over 26,000 registered with chambers of commerce. Mr. 
Basevi offers the following figures for 1953: 


Consumer co-operatives .................. 6,000 
Workers’ production co-operatives ........ 5,000 
Agricultural production co-operatives ...... 6,000 
Agricultural land. development co-operatives 2,000 
Building co-operatives .................... 6,000 
Transport co-operatives .................. 600 
Credit co-operatives .................... 1,000 
Fishery co-operatives ................,... 400 
Mixed co-operatives ............,......... 1,000 

Total coin Sege 28,000 


These figures, which are based on the registers kept at the prefects” 
offices and on the central records of the Ministry of Labour, do not 
show the real size of the co-operative movement. The central records 
system was established in 1947 but did not come into operation until 
1952. Registration in these records takes place when a society is 
legally constituted; however, its existence is not confirmed until the 
biennial audit takes place, In addition, some societies have failed to 
comply with their statutory obligation to register on the grounds that 
the taxation privileges attaching to such registration were not large 
enough to warrant such a step. The figures in the essential records 
are useless for the period 1951-61 but are nevertheless the best yardstick 
by which to measure the development of the co-operative movement 
during recent years. The geographical distribution of co-operatives 
of different types on 31 December 1961 is shown in the table overleaf 
which is taken from La Rivista della Cooperazione, 1962, No. 4. - 


According to the central records on 31 December 1961 there were 
2,930 consumer co-operatives; on the other hand, the industrial and 
- commercial census of the same date gives a total of 4,956 societies. 
During the last ten years the geographical distribution and the over-all 
importance of the consumer co-operative movement has remained 
practically unchanged; one-third of all consumer co-operatives are in 
Lombardy and three-quartiers in northern Italy. The results of the 
1961 census have not yet been published; the figures given here have 
all been obtained from the 1951 census. It is clear from the information 
yielded by that census that consumer co-operatives concentrated almost 
exclusively on the sale of foodstuffs, which also made up the bulk 
of the sales of mixed co-operatives. The average number of retail 
stores per society was two; the average number of persons employed 
in each was 2.8; on the average, too, each society. had one retail food 
store ; the average number of persons employed in each store was 1.8. 
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Region Sumer produ - SERENE ar rs d Mixed Total 
Piedmont .... 436 178 143 738 3 4 51 1,553 
Val d'Aosta .. 2 5 2 12 oo — — 2] 
Lombardy .... 1,596 430 496 1,698 23 18 -219 4,400 
Trentino- 

Upper Adige 270 64 358 203 2 — 96 993 
Venezia ...... 305 331 398 700 21 27 48 1,830 
Friula-Venezia 

Giuliana ... 144 92 101 216 12 6 31 602 
Liguria ...... 118 122 67 702 11 27 23 1,070 
Emilia ....... 758 861 1,606 1,145 32 18 259 4,679 
Tuscany ..... 572 402 155 1,150 22 10 157 2,468 
Umbria ...... 75 39 32 301 1 11 3 462 
Marche ...... 92 91 34 477 4 10 24 732 
Latium ....... 128 195 220 5,493 32 24 179 6,271 
Abruzzi and 

Molise ..... 20 102 60 483 2 7 65 739 
Campania .... 49 804 111 1,196 3 40 71 2,274 
Puglie ....... 30 242 190 345 40 52 170 1,069 
Basilicata .... 9 95 102 106 7 1 18 338 
Calabria ..... 21 71 86 323 2 46 56 605 
Sicily sua 34 418 438 1,098 59 87 150 2,284 
Sardinia ..... 27 142 361 273 12 45 170 1,030 


Total .. 4,686 4,684 4,960 16,659 288 433 1,790 33,500 


Four per cent. of all the persons employed in the co-operative sector 
were employed in retail stores. The actual percentages varied from 
10.9 in Trentino and the Upper Adige to less than 1 in southern Italy 
and the islands, From these percentages one can make an approximate 
estimate of the volume of sales of the societies. If one considers the 
average size of the stores — which are considerably larger than the 
average food shop— and if one takes into account the fact that pro- 
ductivity per employee increases in accordance with the size of the 
shop, one can say that co-operatives sell between 5 and 6 per cent. of 
all foodstuffs sold. This figure is also valid for the years following 
1951. The following table shows the index of sales by the main co- 
operatives compared to the consumption index given by the national 
accounts: | 
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Index of sales by Consumption index 
co-operatives 2 for 19613 
(1955 = 100) (1955 = 100) 
Foodstuffs .......... 131,8 130,3 
Cote our | 130.9 134.4 
Consumer durables .. 232,5 232.5 
General index ....... .137.8 132.9 


The volume of sales of the co-operative societies is estimated at 
between 225,000 and 270,000 million lire. From the scanty information 
available and the estimates made one might be led to assume that the 
consumer co-operatives had made no attempt to expand. However, 
they have made considerable efforts to modernise and consolidate, 
particularly by arranging amalgamations of small and medium-sized 
societies in order to reduce overheads and to increase standards of 
managerial and administrative efficiency. During the last three years 
the consumer co-operative movement has opened approximately 300 
self-service stores with sales areas ranging from 100 to 200 square 
metres each. At the same time the co-operatives are offering a wider 
range of goods for sale. 


According to the central records there were 4,572 workers’ pro- 
duction co-operatives on 31 December 1951; the actual number is. 
believed to have been 4,684, The replacement rate is particularly high 
in this sector; between 1946 and 1959 the Ministry of Labour dissolved 
at least 3,600 societies on the grounds that they were inactive. On 
the other hand, the industrial and commercial census held in 1951 
reported that there were 2,673 workers’ production co-operatives with 
a total membership of 60,891 persons. In the “building and installation” 
sector there were 1,482 societies employing 38,496 persons (7.3 per 
cent. of all the persons employed in that sector); this is the sector in 
which the workers’ production co-operatives are most strongly re- 
presented. In the extractive industries there were 103 societies with 
4,706 working members, while in the gas, water and electricity sectors 
there were 206 societies employing 713 persons. It should be noted 
that the small size of many of these societies led to their being 
recorded in the census as small-scale and handicraft undertakings, the 
figures concerning the numbers of which were not published separately 
but added to the over-all figures for each individual sector. It is 
even harder to determine the importance of workers’ production co- 
operatives than it is to determine that of consumer co-operatives. The 
only figures available are those supplied by the National League of 
Co-operatives, which on the occasion of its twenty-sixth congress. 
(February 1962) published figures showing that the turnover of its 


2 Source: Annuario del commercio interno Istat, 1958 and 1960, and Bollettino 
mensile di statistica, 1962. 
3 Source: Relazioni generali sulla situazione economica del Paese, 1956-62. 
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member societies in 1960 amounted to approximately 80,000 million lire. 
As approximately one-quarter of all workers’ production co-operatives 
are members of the League 4, it may be assumed that the fotal turnover 
of all workers’ production co-operatives is about 240,000 million lire. 


According to the central records there were 184 transport co- 
operatives in 1951 and 288 in 1961; these figures certainly fall far 
short of reality. The 1951 industrial and commercial census reported 
the existence of 525 societies with a total of 22,868 employees, or 
6.5 per cent. of the total number of persons employed in transport. 
Of these societies 167 (with 3,462 employees) were land transport 
co-operatives, 16 (with 598 employees) were water transport co- 
operatives and 352 (18,808 employees) auxiliary transport co-operatives. 


The number of fishery co-operatives registered with the central 
records office increased from 164 in 1951 to 433 in 1961. Here, too, 
it seems probable that the figures do not give a true picture of the 
size of the movement; in particular, the 1961 figure is probably an 
exaggeration. The Ministry for the Marine gives the following 
figures, which reflect the situation on 31 December 1960: 


Co-operatives 
Coastal area Active Inactive Total Membership dina 

Ligūrija scoccata 16 2 18 769 4 
Tyrrhenian Sea .... 78 23 101 6,408 30.9 
Sardinia ........... 27 4 31 1,620 4,9 
SICHY: conii 90 13 103 12,172 17.1 
Ionian Sea ......... 17 2 15 1,270 4.6 
Adriatic Sea ....... 85 12 97 14,663 87.6 

Total .... 313 56 365 36,882 149.1 


During 1960 the co-operatives sold fish of a total value of 40,600 million 
lire and had 145,803 persons in their employment. 


The agricultural co-operative sector is the most variegated and 
best-organised sector of the co-operative movement in Italy; unfortun- 
ately, it is also the sector on which information is scantiest. The 
results of the 1961 agricultural census have not yet been published; 
the previous agricultural census took place in 1951, The only other 
source of information is the central records, according to which there 


4 However, a large mumber of the co-operatives registered with the League — pare 
ticularly those in southern Italy-—are inactive. 

5 Ministerio della Marina Mercantile, La pesca marittima in Italia, Anno 1969 
(Rome, no date). 
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were 1,891 agricultural co-operatives in 1951 and 4,684 in 1961. To 
these figures should be added at least 60 per cent. of the societies 
registered as being in the “mixed” sector — 1,734 in 1951 and 1,790 
in 1961. The 1951 figure is probably considerably short of reality. 
Saetti estimated that in 1951 there were 7,660 societies processing 
agricultural produce alone; according to Basevi there were 8,000 
agricultural co-operatives in 1953; and according to an inquiry carried 
out in southern Italy in 1953 by Antonietti, there were in that region 
1,901 agricultural co-operatives with a total membership of 486,513 
persons. In the absence of other information one must accept the 
figures of the Central Records Office, on the basis of which one may 
assume that there are some 6,000 agricultural societies in all. 


The most recent information available is to be found in the central 
records. The figures cover 4,541 societies with a total membership of 
483,481 persons; they are valid for 30 June 1960. The distribution 
of the societies and their membership is shown in the following table: 


Type Soci aes Membership 

Production co-operatives ............... 89 11,917 
Farming co-operatives .........,.,....... 1,326 139,901 
Manufacturing co-operatives ....,....... 422 44,733 
Processing co-operatives .............,. 107 23,580 
Machinery-maintenance co-operatives .... 209 32,906 
` Purchasing and consumer co-operatives .. 347 41,286 
Dairy-produce co-operatives ............ 1,421 10,375 
Oil-producing co-operatives ............. 55 4,740 
Wine-producing co-operatives ........... 275 43,512 
Market-gardening co-operatives ......... 110 10,780 
Seed-selection co-operatives ............. 16 1,290 
Pest-control co-operatives .............. 8 961 
Stock-rearing co-operatives ............. 51 12,140 
Horned cattle rearing co-operatives ...... 12 453 
Tobacco-cultivating co-operatives ....... 22 3,544 
Other co-operatives ..........,......... 71 10,354 
Total sites 4,541 483,472 





Approximately one-third of all the societies (1,406, with 152,875 mem- 
bers) were in Emilia; next in order came Lombardy and Venezia. The 
greatest density (478 co-operatives with 44,905 members) was encoun- 
tered in Reggio Emilia. In southern Italy there were 1,337 societies 
with a total membership of 95,054. 
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During the last ten years a group of co-operatives of a new kind 
has developed in agriculture, namely the compulsory co-operatives 
which peasants receiving land redistributed under the agrarian reforms 
must join. These societies are organised and given aid and guidance 
by the officials of the Enti di Riforma (agrarian reform corporations) 
which were established in the areas affected by the agrarian reforms 
under Act No. 841 of 21 October 1950. The corporations give both 
financial and technical aid. Although the principle of voluntary 
membership — one of the fundamental tenets of co-operation —is not 
respected in these societies, the movement has nevertheless grown 
rapidly; on 31 December 1959 there were 651 multi-purpose societies 
(with a total membership of 66,241) and 64 specialised societies with 
a membership of 9,922. Their total turnover was approximately 
20,000 million lire. ® 


The turnover of the societies affiliated to the League amounted to 
620,000 million lire in 1962. 


According to the Central Records Office there were 3,602 building 
co-operatives in 1951 and 16,659 in 1961. These figures are fairly 
accurate. The expansion of this sector of the co-operative movement 
has been assisted by the adoption of legislation to promote the con- 
struction of low-cost workers’ housing. Prior to 1940 there were very 
few housing co-operatives; they generally operated on the basis of 
joint ownership and had no capital other than the voluntary savings 
of their members. Since the Second World War the State has been 
granting long-term loans (35 years) at particularly low rates, with 
a view to encouraging reconstruction, to Italian nationals who do not 
own their own dwellings and who form co-operative societies the 
statutory purpose of which is the construction of dwellings. Mem- 
bership of these societies is extremely restricted (10-12); eventually 
each member acquires ownership of a flat. By the end of 1962 the 
Government had made loans totalling 309,600 million lire to societies 
of this kind. There are also a few “open” building co-operatives; 
membership is open to ali and is voluntary, and they draw their 
membership from a wide range of different classes. In addition to 
constructing dwellings they manage joint services such as food stores, 
restaurants, laundries, etc. A number of large-scale projects to 
establish co-operatives to develop “co-operative housing areas” are 
in course of implementation or under consideration in some of the big 
towns. 


National Representative Bodies and Economic Organisations. 


As early as 1919 the co-operative movement in Italy, which by its 
very nature was dependent on the peasantry and the working-class 
movement, was placed in a difficult situation as a result of the in- 


sf aoe BorreRI: Le Cooperative nella riforma fondiaria (Rome, 1961), pp. 212 
and 219. 
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compatibilities between the ideological and political beliefs on the 
basis of which the two movements had organised themselves. The 
co-operative movement, which had previously been united, was split 
by the establishment of the Confederazione cooperativa italiana, which 
was made up of societies with Roman Catholic leanings. The two 
associations were re-established after the Second World War. Recently 
the number of societies affiliated to the Associazione generale delle 
cooperative italiane reached 1,000 the minimum required for the 
association to qualify for the status of a representative and supervisory 
body. Most of its affiliates are of Republican leanings. There are 
other associations, but none of them have official representative status. 


The Lega nazionale delle cooperative e mutue has published the 
following breakdown of its membership in 19627: 


Sector No. of Membership Provincial National „„urnover 


societies (000's) ons unions (000 Sr 

Consumer ...... 3,358 1,374 « 31 2 123 
Agricultural .... 1,872 315 30 2 62 
Production ..... 1,251 83 22 1 80 
Housing ....... 600 87 — — 5 
Fisheries ....... 87 15 — — — 
Mutual aid ..... 588 228 — — 2 

Mixed and | 
miscellaneous . 102 19 — — 4 
Total .. 7,858 2,121 83 5 276 





The Confederazione contains two-thirds of all the workers’ co- 
operatives engaged in agriculture and the processing of milk, tobacco 
and silkworm cocoons, two-thirds of the grape-processing co-operatives 
and 95 per cent. of all fishery co-operatives. 8 


The split in the organisation of the Italian co-operative movement 
has always hampered the development and consolidation of national 
co-operative economic organisation in the same way as the slowness. 
with which the economic unity of Italy was achieved and the great 
differences between the levels of economic and co-operative develop- 
ment reached by the different regions constituted obstacles in the past. 


The question of the establishment of a wholesale society for 
consumer co-operatives was raised as early as 1910; but it was not 
until the inter-war period that the Ente italiano cooperativo approvi- 


Cf. La Cooperazione italiana, 14 February 1962. 
Cf. 


T 
8 Italia Cooperativa, 3 June 1962. 
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gionamenti was established. It never succeeded in becoming an agency 
of nation-wide importance. 


Since 1911 there has been legislation encouraging the amalgamation 
of workers’ production co-operatives on a provincial and inter-provincial 
basis. There are now 53 unions of co-operatives of this type, 13 of 
them in Campania and 13 more in Emilia. 


The societies affiliated to the Lega have formed 31 provincial unions 
of consumer co-operatives, 30 provincial unions of agricultural co- 
operatives and 22 provincial unions of workers’ production co-operatives. 
In addition, they have founded five national unions, the most important 
of which are the Alleanza italiana delle cooperative di consumo (for 
consumer co-operatives) and the Alleanza italiana delle cooperative 
agricole (for agricultural co-operatives). 


NOTES AND MEMORANDA 


The Trade Unions in the United States Give Their 
Official Support to Planning 


Experience has shown that we can not rely upon the blind forces of the 
market place for full employment, full production and effective use of our 
resources to meet our most urgent national needs. Other advanced free 
and democratic industria! nations have found that they can achieve their 
economic and social objectives only through a rational national economic 
planning process involving the democratic participation of all segments of 
their populations together with government. We urge the creation in the 
United States of a National Planning Agency, which through similar demo- 
cratic mechanisms will evaluate our resources and our needs and establish 
priorities in the application of resources to the meeting of needs. 


(Extract from the resolution on the national economy adopted by the 
A.F.L.-C.I.O. Convention held in New York on 14-20 November 1963.) 


BIBLIOGRAPHY 


I. BOOK REVIEWS 


1. General Economic Problems 


Joan ROBINSON: Economic Philosophy. The New Thinker’s Library, 
London, C.A. Watts, 1962. One volume, 16vo. 150 pp. 


Mrs. Joan Robinson is one of the leading economists of our time. Since 
her book The Economics of Imperfect Competition won her fame in 1933 she 
has played an important part in the Keynesian revolution, clarifying many of 
the difficult and obscure passages in Keynes’s writings for the benefit of 
students and the general public (for she is not only a fine scholar but a fine 
teacher as well). In addition, she has made important contributions to eco- 
nomic theory, particularly in the field of international economic relations 
and in the interpretation of Marxist thought (her essay on the subiect, written 
in 1942, is one of the few books in the flood of writings about Marx and 
Marxism which will stand the test of time). Lastly, she has made an original 
and important contribution to the theory of growth in one of her major works, 
entitled The Accumulation of Capital and published in 1956. She has an 
extremely lively mind and, like Ricardo, immediately sees all the consequences 
of any proposition. 


This book, entitled Economic Philosophy, deals with the relationship 
between economics as a science and economics as a social philosophy. It was 
written to clear up a misunderstanding; many economists, particularly in the 
United States, are unwilling to recognise the value of her work because they 
disapprove of her doctrinal attitude towards capitalism. 


The words “doctrinal” and “doctrine” are here used in their strictest 
sense, namely to denote the complex of value judgments (or opinions) which 
we form with respect to the realities around us and which guide our actions. 
Generally speaking, the words cover much the same fields as the words 
“philosophy”, “ideology” and “metaphysics” as used by Mrs. Robinson. 


A doctrine cannot be demonstrated or defined in terms of logical reason- 
ing; nor can it be proved or verified by experiments. This does not mean 
that a doctrine is useless or void of significance. Doctrines “express a point 
of view and formulate feelings which are a guide to conduct... metaphysical 
propositions also provide a source from which hypotheses can be drawn. 
They do not belong to the realm of science and yet they are necessary to it” 
(page 3). 

It gave the writer of this note much pleasure to encounter ideas of this 
kind, which are familiar to readers of the Annals and students of collective 
economy. 
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Mrs. Robinson then goes on to examine the theory of value as enunciated 
by the classical economists (Smith, Ricardo, Marx) and the neo-classical 
economists (Marshall, Jevons, Walras and their successors). She shows that 
the factors which they respectively consider to be generators and measures 
of value —labour-time, marginal utility or scales of preferences—-are not 
scientific but metaphysical in character. In this connection her remark on 
Edgeworth’s work is particularly striking: “The unit of happiness is the same 
kind of mirage as Ricardo’s absolute value or Marx’s abstract labour” 
(page 68). 

The student of collective economy would have reached the same conclusion 
as she concerning Marx, but by a different route: Marx began by discovering 
the hostility of the French socialists, and particularly the disciples of Saint- 
Simon, to unearned incomes; then he discovered the theory of labour as an ele- 
ment of value in the works of Adam Smith and Ricardo. On the basis of these 
two elements he built up the theory of surplus value and was convinced that 
in so doing he was establishing a scientific truth. In fact, he was building 
up a theory from a moral judgment. | 


The acceptance of a particular explanation of value has a certain number 
of doctrinal consequences. Clearly, Marx’s choice must inevitably lead to 
revolution. As for the neo-classicists, “the unconscious preoccupation... was 
chiefly to raise profits to the same level of moral respectability as wages” 
(page 58). However, Mrs. Robinson shows, in her analysis of a quotation 
from Myrdal, acceptance of the marginalist theory can lead to two incom- 
patible conclusions: on the one hand, a tendency towards the equalisation of 
incomes (which would secure maximum satisfaction at a given level of pro- 
duction) and, on the other hand, a tendency towards /aissez-faire (which is 
considered the only effective method of maximising production). Mrs. Robin- 
son explains why the latter tendency proved stronger than the former. She 
also observes two trends in the neo-classical school (according to whether 
the supply of capital is considered statically or dynamically) and shows that 
the two can be reconciled with one another if the “stationary state” so 
logically contrived by Pigou can be achieved. About this state she remarks: 
“In the face of such elegance, only a Philistine could complain that the con- 
templation of an ultimate stationary state, when accumulation has come to 
an end, is not going to help us very much with the problems of today” 
(pages 61-62). 

The author criticises the pure free-trade theory and the tendency to 
accept as irrefutable theses which, expressed in mathematical terms, stand up 
perfectly well but have little practical relevance to everyday life. 


Then follows a chapter on the Keynesian revolution. The rest of the book, 
although ostensibly concerned with other subjects (the remaining two chapters 
are entitled respectively “Development and Under-Development” and “The 
Rules of the Game”) the authors primary concern is with the theories of 
Keynes: to what extent are they applicable or inapplicable to under-develop- 
ment? Or to long-term problems? And to what extent are they obsolete? 


About Keynes himself we find a number of intriguing remarks. “Keynes 
himself lacked the scruple of a scholar” (page 76); he often had “moods” 
which were sometimes conservative and sometimes revolutionary (pages 94, 85 
and 132); he “thoughtlessiy... carried a good deal of Marshallian luggage 
with him” (pages 79 and 91); in spite ‘of which he deliberately chose, with 
a political and completely non-scientific intent, to interpret the rest of Mar- 
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shall’s work in the sense most diametrically opposed to his own ideas in 
order the better to be able to refute it (page 80). 

Keynes did a great deal to undermine the belief that profits were inherently 
justifiable and that the giving of free rein to private interests would auto- 
matically promote the general interest; to introduce a truly international out- 
look into economic thinking, precisely by his demonstrations that the pro- 
motion of free trade may have its roots in national egoism; to reintroduce 
the time factor— which was ignored in certain concepts of equilibrium and 
in hypotheses such as perfect forecasting — into economic thinking; and to 
reconcile economic theory with history, which has seen many economic systems. 
come and go. 

On the other hand, certain concepts and theses such as those relating to 
the liquidity preference, the constancy of the propensity to consume, the 
marginal efficiency of capital and the tendency of this factor to move towards 
the current level of interest require further analysis or modification; some 
of them should even be set aside completely. 


In particular, the question of full employment gives rise to a number of 
problems. The concept is by its very nature a vague one, and Keynes’s 
definition of full employment, which was based on Marshall’s concept of the 
marginal inutility of labour, was quite absurd. Mrs. Robinson approaches 
the problem along the same lines as those followed in her article entitled 
“Beyond Full Employment”, published in the Annals in 1961. She shows that, 
at least in part through the fault of Keynes himself, the concept of full 
employment has been taken over by the champions of laissez-faire, who 
argue that once the State has dealt with the problem of employment the 
choice of the goods to be produced can be left entirely to the price mechanism. 
She then demonstrates overwhelmingly that the price mechanism cannot by 
itself secure optimum levels of production. She protests against the tendency 
to use public investment to complement private investment and considers it 
completely unacceptable that public investments of intrinsic worth should 
always be deferred until an economic recession occurs. 


It is not in science, but in ideologies that we find the reason for the 
survival and revival of pre-Keynesian ideas: for instance, the rejection of the 
Keynesian theory by the Marxists; the explanation for the attraction exercised 
by the concept of equilibrium and the unsatisfactory nature of some theories 
based on it; the foundations for the surprising thesis put forward, not only 
by certain Catholics but also by some Marxists, that there is no real popu- 
lation problem; and the basis for the prejudice that the burden of profit 
margins on the consumer is more “economical” than that of indirect taxation. 


Mrs. Robinson also criticises the belief, shared by Ricardo, Marx, Marshall 
and Keynes, that profits— and, as a consequence, capital accumulation — 
would gradually dwindle and disappear; Harrod’s theory of development; 
the tendency to confuse national incomes with standards of living; the ten- 
dency for public investment designed to promote development to lead to 
excessive increases in private wealth; and various over-simplified arguments 
against self-financing. 

Finally, she sets forth her conclusions. From the scientific point of view, 
“we are left with the uncomfortable situation of having to think for our- 
selves” (page 98). As regards economic policy “the moral problem, on a 
world scale, stares us in the face” (page 129), and there are no theories 
which can guide us in our approach to it. The economist himself has a duty 
“to combat, not foster, the ideology which pretends that values which can 
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be measured in terms of money are the only ones that ought to count” 
(page 147). 

The language of the book is extremely vivid; it abounds in flashes of ironic 
wit and concise, trenchant expressions. Here are a few examples: 


“The corpus of science at any moment consists of the theories that have 
not been disproved” (page 22); “So economics limps along with one foot 
in untested hypotheses and the other in untestable slogans” (page 25); “the 
idle wheels of the pure theory of Welfare” (page 58); Schumpeter... brought 
a bowdlerized edition of Marx into academic doctrine” (page 77); “It is true 
that there is a great deal of international economic benevolence being dis- 
played at the present time, but it always has to be justified as a national 
interest” (page 128); “Its latter-day practitioners take refuge in building up 
more and more elaborate mathematical manipulations and get more and more 
annoyed at anyone asking them what it is that they are supposed to be 
manipulating” (page 130). 

We take issue with Mrs. Robinson on two points only, both of which are 
of minor importance. First of all, her views on economic policy are some- 
times rather insular. When she writes, on the subject of economic literature 
prior to 1930, “the idea, nowadays a commonplace, that protection may foster 
development of industry as a whole in backward countries was never brought 
up” (page 64) she ignores the fact that a good deal was written on the 
subject on the Continent, among others by Maurice Ansiaux in Belgium. 
Secondly, her thesis that Keynes’s Treatise on Monetary Reform, published in 
1923, completely upsets the logic of the quantitative theory of money (page 98) 
is, to say the least, open to challenge. 

Paul LAMBERT. 


Joan ROBINSON: Exercises in Economic. Analysis. First edition, London, 
Macmillan, 1960. One volume, 16vo. xx+242 pp. * 


After the Second World War a number of writers began to publish prac- 
tical exercises in economic analysis. It should not be concluded from this 
remark that the teaching of economics by means of practical exercises is a 
relatively new development; on the contrary, economists have at all times 
endeavoured to supplement their ex cathedra theoretical teaching by organising 
seminars and study groups in which problems are described and discussed 
on a more concrete basis. The recent increase in the number of manuals 
of practical exercises is significant of a new and welcome trend in the teaching 
of economics. It has now been established that practical exercises in eco- 
nomics can be framed on the basis of cases just as factual as those used 
for practical exercises in other branches of university teaching. Obviously, 
practical exercises of this kind should not be developed to such an extent 
as to preclude any possibility of organising study groups for other kinds of 
work, such as the critical study of the writings of the great historical figures 
of the science. But it is now established that other methods of teaching exist, 
and future generations of economists will benefit from them. 


Two types of teaching are possible under this method. First, a graduated 
series of economic problems of a mathematical character can be devised to 


* ‘This booknote was written on the occasion of the publication of a French 
translation by the Presses universitaires de France in 1963. 
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which the student can work out the answers as in a mathematica! problem. 
Alternatively, at a more advanced level, the teacher can present judiciously 
selected problems which will lead the student to examine the fundamentals 
of economic policy and gradually arrive at an understanding thereof. Mrs. Ro- 
binson has selected the latter approach. 


She writes in the preface: “This is a textbook of a somewhat unusual 
kind. Instead of presenting the student with some propositions which he is 
expected to master and to believe, I have tried to show him how propositions 
in economic theory are arrived at, so that he can carry on for himself where 
the book leaves off. This cannot be done by trying to explain analytical 
method. Sermons on methodology are of no use to a beginner. The only 
way to learn it is to do it.” 


To carry out such a task one must have not only a complete knowledge 
of the workings of economies but also great teaching ability and long expe- 
rience of work in university study groups. We can say that Mrs. Robinson 
has fully achieved her aim. 


In view of the purpose for which the book was designed, we shall merely 
mention here the titles of the book’s different chapters, which clearly show 
which problems are of the greatest concern to the author. The chapters are 
entitled: Production and Accumulation; Accumulation and Distribution; An 
Exchange Economy; Capitalist Industry; and Rational Price System. 


In the preface the author admits that “very little attention is paid to 


monetary problems”. This is certainly not a drawback, rather the opposite; 
the student must first learn to reason in terms of realities. 


Monetary problems are an abundant source of red herrings. Thus the 
idea of beginning the book with a series of exercises on a socialist economy is 
an excellent one, as they provide a vehicle for the explanation of a number 
of fundamental concepts and mechanisms with a maximum of clarity and 
simplicity. Some people may regret that the book contains no figures, in 
spite of the fact that continual reference is made to the graphs it contains. 
But the point is that the reader must construct the graphs for himself on 
the basis of the extremely precise information given in the text. This is the 
kind of book from which one gains the greatest benefit if one has a pencil 
and paper within reach. 

Even so, there is nothing boring about the book. The author has the gift 
of making from time to time an ironic reflection which relaxes the reader 
and leads him to think more deeply. For example, in the introduction, he 
finds the sentence “For better or worse, the subject does exist”. Another 
pungent reflexion is the following: 

“If some bright spark amongst them sets up as an economist, he cannot 
tell the rest of the family what they ought to do. He may, however, influence 
their attitudes by making them conscious of what they are doing and helping 
them to be aware of what benefits would follow from what efforts. At the 
same time, he may distort their natural good sense by overweighting the 
measurable aspects of the problem (which he likes talking about) at the 
expense of imponderables that are actually more important. But the economic 
effects of economics is too subtle a subject to take up in these exercises,” 


Joseph STASSART. 
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Professor Dr. M. A. G. VAN MEERHAEGHE: Marktvormen, marktgedrag, 
marktresultaten in België (Market patterns and results in Belgium). 
Ghent, Wetenschappelijke Uitgeverij, E. Story-Scientà, 1963. One 
volume, 8vo. 346 pp. 


In this book Professor Van Meerhaeghe sets out to determine to what 
extent market results (prices and profits) are influenced by market structures. 
and policies. He examines this problem within the framework of the broader 
question of whether the continuous rise in prices is not closely related to the 
high level of concentration within the economy and to agreements among 
producers. 


The first part of the book is a theoretical study of market structures, 
policies and results. 


The second part is an essentially statistical study of market structures. 
and organisation in Belgium. The author gives an extremely interesting 
description of the degree of concentration reached in the different branches 
of the Belgian market on the basis of levels of employment, the net assets 
of joint-stock companies and production levels. The production index is 
the most representative, but, owing to the paucity of the statistical informa- 
tion available, it was only possible to establish it for certain sectors of major 
importance (metal industries, food, textiles, plastics and chemicals). The 
author concludes from this analysis that — 


“(a) in most industries many goods are made by only a small number of 
producers; 


(b) the degree of inequality is usually high; this means that real oligo- 
polies (with sellers of equal importance) are scarce; 


(c) ‘fan’-oligopolies and partial monopolies are dominant market forms; 
few productions have atomistic properties.” (Page 335.) 


The author examines two other factors in the structure of markets (diversity 
of production, differentiation of products) in four of the main sectors of the 
economy (textiles, foodstuffs, chemicals and metals); he concludes that 
specialisation is particularly marked in the food and textile sectors, while in 
all four product differentiation is a standard practice. 


A third factor — the starting of a new undertaking in a particular branch — 
gives rise to few problems in any sector of the economy. 


The author’s examination of market organisation shows that, although 
individual traders are still extremely important, integrated commercial organ- 
isations are steadily increasing their share of markets. On the other hand, 
the distribution and marketing of agricultural produce is still very much 
unorganised. 


The author then outlines the measures taken by the public authorities to 
control agricultural prices; his conclusion is that in many cases this policy 
has led to the production of steadily increasing surpluses. 


In the third part of the book the author examines market policies and their 
effects on profits. However, this section is relatively superficial, as infor- 
mation on the subject is still treated as confidential in Belgium. However, the 
author is able to describe some aspects of market policies in different economic 
sectors (agriculture, coalmining, metals, foodstuffs, paper, textiles, leather, 
building, electricity and public utilities). His conclusion is as follows: 
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“It is difficult to lay down any definite conclusions about the importance 
of agreements in different sectors; although their importance seems greatest 
in the chemical and metal industries, one must not lose sight of the fact that 
the survey is based only on known agreements. It is therefore impossible 
to give more precise information on the relationship between market structures 
and market conduct in the same way as has been attempted in the United 
States.” d 


Lastly, the author examines market results and in particular trends in 
wholesale and retail price indices. In his view 52% of wholesale prices are 
rigid, while only 23 % are flexible. On the other hand, aver 60 % of retail 
prices are flexible and less than 10 % completely rigid. 


He also refers to the problem of profits and advertising expenditure; 
unfortunately there is no statistical information on the subject. 


Kathy MAASSEN. 


Morris DAVIS: Iceland Extends Its Fisheries Limits, Copenhagen, Stock- 
holm, Göteborg, Universitet Förlaget, 1963. One volume, 8vo. 138 pp. 


Ever since fleets of armed vessels were first used. as instruments of policy, 
lawyers and statesmen have been concerned with the problem of control of 
the seas; this concern eventually led them to examine the problem of control 
of the resources of the sea. There can be no doubt that this problem will, 
in future years, acquire ever-increasing importance. | 


This book fully covers the problems raised by its title — “Iceland Extends 
Its Fisheries Limits”. The author outlines the main provisions of relevant 
international law; however, he does not attempt to give an exact definition 
of Iceland’s “rights” under conventional legal doctrines on the subject, nor 
does he describe the controversy or the conflict following the Icelandic 
Government’s decision on 30 June 1958 to extend the boundaries of its terri- 
torial waters to 12 miles off-shore for purposes of fishing rights. He is 
concerned entirely with the decision itself, or rather the decision-making 
process — the “complex factors of domestic politics that proceeded and shaped 
this extension decision” (page 11). 


In the first chapter the author gives us a brief description of Iceland today 
to provide a backcloth for what is to follow; this is certainiy not the least 
interesting part of the book. The main impression he leaves is that of a 
young State with an ancient name and tradition exposed to all the conflicting 
stresses of the modern world. Its main problems are — 


(a) that of following a flexible policy of maintaining a neutral position 
between East and West “flexible enough to gain favours from more 
than one side and only constant enough to seem worth expending 
favours on” (page 19); 


(b) problems of industria! development (between 1940 and 1950 the labour 
force employed in agriculture fell from 31.6% to 19.9% of the total 
labour force) in an infrastructure where the emphasis is on modernity 
achieved by the maintenance of very high standards of education and 
technological skills; 


(c) the concentration of population in the urban centres: “one-third of 


the island’s population now lives in the town of Reykjavik and another 
third within a fifty-mile radius” (page 20); 
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(d) the fact that the economy is almost exclusively based on one single 
resource, namely fishing: “since World War II fishery products have 
accounted every year for more than 80% of the country’s evports 
and have risen occasionally as high as 95 or 97 %” (page 25). 


To sum up, the author’s interest in the question resides basically in the 
fact that “Iceland provides a small natural laboratory in which may be 
encountered and studied many of the stresses characteristic of the world at 
large in the mid-twentieth century” (page 12). 


The next four chapters are detailed studies of the main groups which 
influenced the decision to extend Iceland’s fishing rights, namely public 
opinion (Chapter ID), the pressure groups (Chapter III), the political parties 
(Chapter IV) and the top-ranking civil servants (Chapter V). 


In brief, he concludes that public opinion as such had very little influence 
until the British reaction to the position crystallised it around the feeling that 
the country’s security was threatened. The influence of the pressure groups 
directly concerned was also, in the author’s view, negligible. He considers — 
and proves point by point in his analysis-—that the decisive role was. 
played by purely political factors. He stresses particularly the part played 
by the People’s Alliance, which is to some extent under the influence of the 
USSR, and for which the idea of making difficulties within NATO was, if not 
the main consideration, at least a major secondary one (see in particular 
pages 67 ff.). However, the author also throws a great deal of light on the 
decisive role played by the high-ranking civil servants in the different govern- 
ment departments. “They provided both technical assistance and policy ini- 
tiative. These and the leaders of the political parties in power —— and these 
only— may be thought to have truly been the motive powers behind the 
extension traced out on September 1” (page 94). 


The author describes in particular the part played by the directors of 
the Fishery Association of Iceland and the Fisheries Division of the University 
of Iceland Industrial Research Laboratories and by the permanent delegate 
of Iceland to NATO. 

The fundamental importance of the part played by senior civil servants. 
in a well-run Government should not come as a surprise, It is, however, rare 
to see its importance described so clearly in a political analysis. We must 
be grateful to Mr. Morris Davis for reminding us of the fact; in addition, 
he has given us in this book a remarkabie study of a political milieu about 
which relatively little is known and described the internal pressures which 
brought about a decision very substantially affecting foreign policy. 


Jean-Maurice DEHOUSSE. 


Sozialwissenschaft und Gesellschaftsgestaltung—Festschrift für Ger- 
hard Weisser (Sociology and Organisation of Society—Miscellany 
in Honour of Gerhard Weisser). Published by Friedrich Karrenberg 
and Hans Albert assisted by Hubert Raupach. Berlin and Munich, 
Verlag Duncker and Humblot, 1963. One volume, 8vo. 500 pp. 


This book contains a series of articles written by the friends, colleagues, 
assistants and pupils of Gerhard Weisser on the occasion of his sixty-fifth 
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birthday. The contributions deal with the main problems which Professor 
Weisser has tackled during his career-—the theory of knowledge and the 
fundamental problems of the normative social sciences; the problems of social 
organisation and, more particularly, of socia! policy; the morphology of under- 
takings; and the doctrine of the structure of specific types of economic 
organisation—a subject in which interest in scientific circles is steadily 
increasing. 


The first chapter is entitled “Theory of Knowledge in Social Sciences”. 
It contains contributions by A. Miiller-Armack (Reflections on a Sociological 
Anthropology), L. von Wiese (The Concept of Function in the Social Sciences), 
R. Kénig (Fundamental Problems of Methods of Sociological Analysis) and 
H. Albert (Model Platonism). 


The next chapter deals with the fundamental problems of the normative 
sciences. The chapter includes contributions from Professor G. Rittig 
(Principles of the “Open” System); E. Gutenberg, who urges the need for a 
normative doctrine of the economy of the undertaking; T. Thiemeyer, who 
congratulates Professor Weisser on having discarded the formalistic aspects 
of welfare economics; U. Pagenstecher, who offers his personal interpretation 
of the phrase “recommendation in the economic field”; and H. Guradze, whose 
contribution is entitled “Standards and Value”. 


This is followed by a section concerning social organisation and structural 
policies. It contains contributions by W. Eicher (Doctrines and Policies), 
H.-D. Ortlieb (The Contemporary Economic and Social Organisation in Flux), 
A. Rich (Institutions and Ethics in the Economy), F. Karrenberg (The Indi- 
vidual, His Responsibilities and His Opportunities in Modern Society), F.A. Her- 
mens (Democratic Socialism and the Problem of Its Political Formulation), 
E. Topitsch (The City: An Explanation and Social Criticism), A. Riistow 
(Gardens and Families) and E. Preiser (The Economic Problems of the 
Redistribution of Accumulated Wealth). 


The next chapter, entitled “Problems of Social Policy” reflects the different 
sides of a discussion on the concept of social policy and the size of the geo- 
graphical unit of application of social policies which has been going on for 
some years. It contains contributions by O. von Nell-Breuning, L. Preller, 
W. Schreiber and P. Heyde, 


There is also a chapter entitled “Special Types of Economies and Economic 
Policies”. It contains seven contributions, most of them dealing with specific 
types of co-operative undertakings. H. Flohr writes on the trading results 
of undertakings; Professor P. Lambert discusses self-help undertakings and 
the State; O. Schiller gives his views on the adaptation of agrarian co-operatives 
to the dictates of agricultural production in developing countries; G. Draheim 
examines the problem of selection of the members of a co-operative society; 
W. Engelhardt has contributed an article on the production co-operative in 
theory and practice; H.G. Schachtschabel examines the problems of auto- 
mation in co-operatives and H. Schüler writes on the morphology of building 
savings funds. 


At the end of the book there is a complete bibliography of Professor 
Weisser’s writings. 


Helmut Cox. 
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Charles-Henri BARBIER: La formation des cadres intermédiaires dans 
les pays en voie de développement (The Training of Middle-manage- 
ment Personnel in the Developing Countries). Basle, Swiss Union 
of Consumer Co-operatives, August 1963. 16 pp. 


The Swiss Union of Consumer Co-operatives recently published the text 
of an address given by Mr. Charles-Henri Barbier at the European Conference 
of the European Centre of the International Committee on Scientific Organisa- 
tion (CECIOS) held in Rome in October 1962. 


During this address Mr. Barbier carefully defined the role of technical 
assistance, which he described as the new form of solidarity among all 
members of the human race which the richer countries had tried to ignore 
but had found themselves forced to practise. 


He laid particular stress on the importance of technical assistance for the 
training of managerial staff and above ail middie-management staff. He 
recognised that this training frequently had to be given to the trainees outside 
their home countries; this was a necessary evil and would remain so for a 
long time. Training of this kind involved taking the trainees out of their 
natural environments; this might well leave them with a permanent feeling 
of rootlessness. The danger was a real one but could to a great extent be 
averted by organising the training of managerial staff in two stages, the 
first to be carried out in the developing countries themselves and the second 
to be carried out abroad but to be reserved for the psychologically best fitted 
to resist these dangers. 


There could, however, be no doubt that on-the-spot training was to be 
preferred. In this connection Mr. Barbier reviewed the work of the inter- 
governmental organisations — and in particular that of the International Labour 
Office on behalt of the United Nations Special Fund — to promote management 
training. 

Lastly, he described the system of patronage on a reciprocal mutual-aid 
basis which was being experimented with in a number of places. One example 
was the patronage and aid given by the Swiss Union of Consumer Co- 
operatives to the co-operative movement in Dahomey. 


In this address one senses Mr. Barbier’s concern with moral problems 
and his determination to implant a deeply rooted feeling of solidarity and 
to foster organised endeavours to establish closer links among men who have 
hitherto lived in ignorance of one another. 


The reader may feel that some of Mr. Barbier’s judgments are a little 
harsh. Nonetheless, when he has finished reading this text he will have a 
better understanding of one of the great problems of our time. 


André HIRSCHFELD, 
in Revue des études coopératives. 
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2. Public Undertakings 


BRITISH RAILWAYS BOARDS: The Reshaping of British Railways. 
London, 1963. 


In Great Britain both rail transport and road transport have given rise to 
a large number of both economic and political problems.1 The railways are 
indirectly subsidised — in other words, their deficits are met out of taxation. 
This situation could not be allowed to continue indefinitely, and radical changes 
were proposed in a report drawn up under the direction of Dr. Beeching, the 
Chairman of the British Railways Board. 


The different sections of the activity of British Railways are examined 
and classified under three heads: activities which the railways are qualitied 
to undertake; those which they are not qualified to undertake; and those in 
which competition between road and rail is justifiable. Here we shall only 
consider the first two categories. 


The report does not recommend that lines operating at a deficit should be 
closed down, but rather that useful activities should be promoted and services 
which the railways are not qualified to provide discontinued. 


The report studies at considerable length the problem of improving the 
financial situation of the railways. It examines the different modes of trans- 
port, differentiating them from one another not only on the criteria of quality 
(speed, regularity, safety), but also in the light of the principal cost differences 
and the disparities between the value of the services provided and their 
actual cost. 


There can be no doubt that eventually the reorganisation of British Rail- 
ways will lead to the closing down of a number of lines; the routes in question 
will henceforth be served by road transport. There can be no doubt, either, 
that to implement its programme fully the Board will have to overcome much 
opposition — from the railway workers and from passengers—-and cope with 
many difficulties inherent in the nature of the railways themselves. 


“A. INGENITO. 


3. Co-operation 


T. E. STEPHENSON: Management in Co-operative Societies. London, 
Heinemann, 1963. One volume, 8vo. 266 pp. 


Co-operators are fully aware of the differences between the co-operative 
sector and the other sectors of-industry and commerce (democracy, spirit of 
service, etc.). The problems of co-operative management must be viewed in 
the context of this ideology. The principles of co-operative management are 
no different from those of ordinary management; but the atmosphere in which 
they have to be applied definitely is different. In his book the author confines 


1 See E.K. Hawkins: “The Political Economy of British Transport”, in Annals, 
October-December 1962, pages 323-338. 
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himself to the study of consumer co-operatives. He examines the various 
ways in which responsibility can be allocated and the consequence of each 
possible choice. 


The role of the board of directors is extremely important. The board 
must steer a middle course between the dangers of opportunism on the one 
hand and utopianism on the other. It must set aside short-term considerations, 
constantly seeking greater objectives for the society and the means of attain- 
ing those objectives; at the same time it must deal with the problems that 
arise, not by reference to abstract principles, but in the light of actual circum- 
stances and in a concrete manner. 


Stephenson describes the different functions of the board of directors, the 
most important of which is the framing of the Society’s long-term policy. 
He draws attention to the harm which insufficient knowledge of questions of 
day-to-day management on the part of the board may cause to the Society. 


The Society’s policy must be designed to enable it to attain its objectives. 
It must not be rigid but in constant evolution and flexible to meet changing 
needs. In framing it the board must take into account all available infor- 
mation, regardless of its source, 


Thus the board determines the general pattern of the Society’s activities. 
As it is responsible for the organisation of the Society it must also determine 
with precision its own functions and responsibilities and the delegations of 
authority authorised. It has to deal with a great variety of problems — 
recruitment and training of staff, wage policy, the development of marketing, 
financial control, the distribution of profits, etc. In view of the number of 
different problems the board has to deal with some authors have suggested 
that full-time administrators should be appointed; however, Stephenson’s 
attitude towards this suggestion is somewhat lukewarm. 


Once the board has framed a policy it must secure its implementation. It 
does this on the basis of reports received either from members of the Society 
or from non-members with the necessary specialised knowledge. 


Another important function of the board is to act as a channel of commu- 
nication between the membership and the management. In a co-operative 
society direction and management are in the hands of separate bodies. This 
separation of powers, although essential in a co-operative society, is not 
absolute. The decisions taken by the board are interpreted at the different 
levels of management; thus the latter have an indirect influence on the fram- 
ing of policy. 

The actual management of a consumer co-operative is carried out by a 
number of department managers, whose work is co-ordinated by a chief 
official. The latter has a particularly important part to play in the running 
of the Society. He is generally appointed in recognition of his loyalty and 
devotion to the movement and is the focal point of a system of communications 
which is essential to-the proper functioning of the Society. He acts as the 
link between the board— the members of which are elected democratically — 
and the managers appointed by the Society. By his personal influence he 
arouses the enthusiasm of each staff member for his work in the Society and 
in the movement as a whole. 


At a lower level in the organisational structure we find the department 
managers; their sphere of independent action is much smaller, as they have 
to co-ordinate their work with that of their colleagues. They are mainly 
concerned with questions of detail. 
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At the lowest stage in the mangerial hierarchy we find the branch manager. 
Although his responsibilities are much smaller, he nevertheless has an extremely 
important part to play, as he is in fact the representative of the Society vis- 
a-vis the public. 

At the end of the book there are a number of footnotes and references and 
an alphabetical index for convenient reference to the text itself. 


Arlette COLARD. 


Jean ROZIER : Les coopératives agricoles, statut juridique, constitution, 
gestion, financement, régime fiscal, les coopératives dans [Europe 
des Six (Agricultural Co-operatives in France). Paris, Librairies 
techniques, Librairie de la Cour de cassation, 1962, 901 pp. 


Mr. Jean Rozier, who is a barrister attached to the Bordeaux Court of 
Appeal, recently published a second edition of his book on the co-operative 
movement in agriculture. 


On the basis of the most recent legislation and a wealth of case law the 
author examines and describes the legal, fiscal and financial conditions under 
which agricultural co-operatives operate. 


He has added a new and extremely interesting chapter on the possibility 
of bringing the legislative instruments regulating the status of agricultural 
co-operatives in the countries of the European Economic Community into line 
‘with one another and even considers the feasibility of establishing societies 
of a “European” type governed by supranational legislation. 


In conclusion, he offers a useful compilation of texts for active members 
of the co-operative movement — that of all the legislation governing agri- 
cultural co-operatives and agricultural societies of collective. interest, the 
different model bye-laws approved by the Ministry of Agriculture and even 
model accounting systems and internal rules. 

Thus the new edition will be of value to a large number of different people. 
It is to be hoped that it will be as successful as the earlier edition; it deserves 
to be. 

André HIRSCHFELD, 


in Revue des études coopératives. 


Erwin HASSELMANN: Im Strom der Zeit — 60 Jahre Zentralverband 
deutscher Konsumgenossenschaften (Sixty Years of the History of 
the Central Federation of German Consumer Co-operatives), Ham- 
burg, Verlagsgesellschaft deutscher Konsumgenossenschaften mbH, 
1963. Pamphlet, 56 pp. 


This pamphlet, which was published to commemorate the sixtieth anni- 
versary of the foundation of the Central Federation of German Consumer 
Co-operatives relates the history of the co-operative movement in Germany 
from its modest beginnings down to the present day. 

Some people claim that the first co-operative society in Germany was the 
“Society to Promote Saving and Consumption” founded in Chemnitz in 1845. 
Others, however, allege that this society did not adhere to all of the funda- 
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mental principles of co-operation and consider that the co-operative movement 
in Germany dates from 1850, when an “association for the acquisition of 
foodstuffs” was established in Eilenburg. It was at about this time, too, 
that Hermann Schulze-Delitzsch and Friedrich Raiffeisen developed forms of 
co-operation which did not have the avowed aim of radically changing the 
whole structure of society. 


For many years the consumer co-operatives in Germany stagnated on the 
fringes of the co-operative movement, which at the time was dominated by 
Schulze; they did not begin to acquire a feeling of independence and of having 
aims of their own until the end of the nineteenth century and did not organise 
as.an independent movement until the early years of the twentieth. 


In 1902, following disagreements within the general federation (Allgemeiner 
Verband)—a general co-operative organisation —the wholesale store in 
Hamburg (Grosseinkaufs-Gesellschaft deutscher Consumvereine) and approxi- 
mately one hundred consumer co-operatives were expelled from the movement. 
In 1903 these societies decided to join together to form the Central Federation 
of German Consumer Co-operatives and to establish a programme for it. 


The consumer co-operative movement flourished until the 1930s. From 
1933 onwards it became a target for the attacks of the Nazi régime, which 
made every effort to stamp out the co-operative ideal and the co-operatives 
themselves. 


After the war a small group of men, some of them foreigners (in particular 
Mr. W. P. Watkins, who was at the time the specialist in co-operative matters 
in the British army of occupation), set out to revive the consumer co-operative 
movement in Germany. Within a few years they succeeded in bringing about 
an amalgamation of the societies with socialist leanings and those of Roman 
Catholic leanings. 


The consumer co-operatives made every endeavour to restore their member- 
ship and capital to the levels achieved before the advent of the Nazi régime. 
Every year they succeeded in improving their position until they finally 
achieved the brilliant results of which the Federation is justly proud. 

In the course of the pamphlet the author gives carefully selected figures 
which illustrate the astonishing progress made by the movement better than 
any long description could. He also describes the achievements of every une 
of the great figures of the movement at the different stages in its history 
whose personalities and energies have made the consumer co-operative 
movement in Germany what it is today. 


Arlette SCHMATZ. 


Manfred BUSCHE, Öffentliche Förderung deutscher Genossenschaften 
vor 1914. Ein Beitrag zum Ausbau einer Genossenschaftspolitik 
(Aid given to Co-operatives by Public Authorities in Germany up 
to 1914 ; Contribution to a Definition of a Co-operative Policy). 
Berlin, Duncker & Humblot, 1963. One volume, 8vo. 160 pp. 


This book is designed to fill what the athor considers to be a grap in the 
existing body of co-operative literature in Germany. It is offered as a 
systematic study of the policy of the public authorities towards co-operatives 
in Germany in the past, written with a view to throwing light on the present- 
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day situation. The author confines himself to the period prior to the First 
World War. 


The term “policy towards co-operatives” used by the author covers not 
only the field of state aid, but also the attitudes— both favourable and 
unfavourable — of all the different institutions not only the central and 
State governments but also the municipal authorities, the Chambers of Labour, 
the farmers’ unions, the banks, the trade unions, etc.— towards the co- 
operative movement in all its aspects (production, consumption, agriculture, 
building, credit). 


The author then examines the different types of policies followed. He 
begins by studying the influence of co-operative legislation, after which he 
goes on to study the problem of non-discrimination, particularly with reference 
to the supervision and taxation of societies. He goes into the latter problem 
at considerable length. He then describes the different forms of material 
aid — usually financial, given in the form of credits, grants or gifts — extended 
to co-operatives. . Lastiy, he mentions the different types of indirect aid — 
the promotion of co-operative science, assistance by qualified officials, help 
with advertising, etc. 


There is also a short section on two extreme measures of co-operative 
policy, namely the establishment of co-operatives by the State or other public 
authorities and what Draheim would have called the “officialisation” of co- 
operatives, namely the take-over of societies by the authorities for the 
furtherance of their own policies, 


Inevitabiy this book is mainly historical in character and, notwithstanding 
the intentions of the author, contains little in the way of critical analysis. 
Nevertheless, the reader who is interested mainly in the theoretical aspects 
of the questions studied will find in it a number of interesting ideas, 
particularly on two important problems of co-operative doctrine, namely self- 
help and sales to non-members. 

Daniel DE BRULLE. 


First Conference of the Arctic Co-operatives (11-18 March 1963). Fro- 
bisher Bay, Canada. Mimeographed pamphiet, 21 pp. 


The first conference of Eskimo co-operatives is a noteworthy event. The 
first Eskimo co-operative—a fishing co-operative— was founded in April 
1959 at George River in Northern Canada. Today there are 16 Eskimo 
societies with a total membership of approximately 500. In 1951 they had 
a total turnover of about 200,000 dollars; by 1962 the turnover had doubled. 
Thus the movement has every incentive to develop further. The Canadian 
Government is encouraging the development of co-operatives in the northern 
areas, not only on account of their financial success, but also because, as 
Mr. Snowden, an official of the Department of Northern Affairs and Northern 
Resources, pointed out in his opening address, “they (the co-operatives) are the 
most important way I know of Eskimo people learning to live with comfort 
and happiness in a land where things are changing so rapidly”. 


There are Eskimo co-operatives in the traditional fields of co-operative 
activity — fishing, consumer and housing co-operatives. In addition, there are 
societies to promote activities typical of Eskimo life such as fur-trading and 
wood carving. 
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The principal aim of the conference was to enable the delegates of the 
different societies to exchange views and experiences and to see what could 
be learned from the first four years of co-operative activity among the Eskimo 
population. 


A. INGENITO. 


4, Labour and Union Trade Movement 


Erich POTHOFF, Otto BLUME, Helmut DUVERNELL: Zwischenbilanz der 
Mitbestimmung (Codetermination: A First Review). Tübingen, Hans- 
Böckler-Gesellschaft, 1962. One volume, 8vo. 371 pp. 


In the first part of this book, Pothoff describes the historical development 
of codetermination — which dates back as far as the nineteenth century — and 
the early experiments made in that field. According to him the trade unions 
included the promotion of codetermination in their policies earlier than is 
generally believed to have been the case. The idea began to win widespread 
support just after the Second World War during the continual struggles to 
prevent internal and external abuses of economic power. The occupation 
forces, and particularly the British forces, believed that the exercise of demo- 
cratic control over concentrations of economic power could countervail the sub- 
versive influence of the armaments manufacturers and consequently that 
codetermination would be a factor conducive to the maintenance of peace. 
In this the trade unions agreed with the occupation forces. To this extent 
codetermination is a translation into reality of certain aspirations of a 
collective-economy character dating back to the 1920s, although at that time 
the aim was primarily socialisation and the development of codetermination 
at a level above that of the individual undertaking. 


The second part of the book, entitled “Ten Years of Codetermination”, 
was written by Otto Blume. It is based on an inquiry into the possibilities and 
limitations of which the author begins by explaining. After these preliminary 
remarks he describes how codetermination works in Germany. He then goes 
on to analyse the opinions and judgments on codetermination, its organs and 
the legislation regulating it expressed by the persons who completed the 
questionnaires. He examines each reply with great care in order to reach 
obiective conclusions. He recognises the weaknesses of the system but 
considers that they are due to the personalities involved rather than to the 
nature of the institutions themselves. Most of the persons who replied to 
the questionnaire agree that codetermination has not given the hoped-for 
degree of control over economic power. Moreover, the findings of the inquiry 
do not provide evidence to refute the criticisms of certain opponents of the 
system (champions of the traditional role of trade unions), who maintain that 
codetermination serves as a means of integrating the workers in the existing 
system rather than as a factor making for democratisation. 


The third part of the book, written by H Duvernell, is entitled “Codeter- 
mination Today and Tomorrow”. The writer has observed that in general 
the workers are rather disappointed with the scheme, in particular because 
they had hoped to derive more material benefit from it than has been the 
case. According to him, one worker out of three does not believe that the 
system has a future. However, one must bear in mind the fact that the term 
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“codetermination” is used in different senges by the workers and by the 
persons who replied to the questionnaire. The workers are not concerned 
with the legislative significance of the term but with- something broader — 
a concept of democratic participation in the economic process. 


As I said earlier, Blume’s analysis is extremely objective; he draws up 
a balance sheet of the advantages and drawbacks of the scheme; this enables 
one to form a realistic iudgment on the future of codetermination and adds 
further weight to his own over-all assessment, which is generally favourabie. 


Theo THIEMEYER, 
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WELFARE ECONOMICS AND MANAGEMENT 
OF PUBLIC ENTERPRISES 


by Jan TINBERGEN, 
Professor at the Netherlands School of Economics, Rotterdam 


i. Introduction. 


During the last years, three elaborate studies on prices in public 
enterprises have been published in these Annals.1 Moreover, during, 
the Congress of Rome ?, we had the pleasure of debating some more 
general problems closely related to the question of pricing. Some 
differences of opinion, or appreciation, have been brought to light 
during these discussions, specially, as far as the possible contribution 
of the theory of welfare economics to our ideas is concerned. The 
same difference of opinion can be found in the articles of Mr. Weisser 
and Mr. Thiemeyer which we just quoted. It is for this reason that 
I have accepted with pleasure the invitation of -the editors of the 
Annals to elaborate a little on my ideas on the role that the theory of 
welfare can play in the solution of the problems which are exercising 
our mind. 

It goes without saying that I agree with much of what the authors 
told us on the nature of the price problem and its solution. I agree 
completely with Mr. Weisser (see para. 23 of his article) when he 
spoke of the plurality of objectives and of a certain elasticity necessary 
in the rules that should be set on pricing. 1 acknowledge willingly a 
certain number of practical difficulties in the estimation of costs: for 
example, sudden changes or contingencies. My concern is concentrated 
on two main points: (a) a misunderstanding on the concrete subject 
of welfare economics and (0) the possibility, I think, of modernising 
this theory and making it much more productive; this will give us 
considerable advantages by providing a more solid basis to the man- 
agement of public enterprises, and more generally to economic policies. 


1 See Giorgio STEFANI: “Prices and Production Costs in Public Enterprises”, in 
Annals of Public and Co-operative Economy, Nos. 3-4, 1961, pp. 417ff.; Gerhard WEISSER : 
“Price Setting in Public Undertakings”, ibid., pp. 407ff; Theodor THIEMEYER: “Theories 
concerning the Problem of Price Setting in Public Undertakings”, ibid., No. 3, 1962, 
pp. 25iff.; The ICRICE Theory Committee: “Price Setting in Public Undertakings”, 
ibid., pp. 270 ff. 

2 See Annals, Nos. 2-3, 1963. 


100 i JAN TINBERGEN 





We have the impression that we are much closer to Mr. Stefani’s 
opinion but that, even between him and us, there is a difference of 
attitude towards the economics of welfare. It is our belief that we 
can make of welfare economics a very strong scientific instrument to 
debate the fundamental questions of the optimum social order and to 
settle some of the classical problems of the public sector. I will present 
my ideas in the form of comments on the above-mentioned three 
articles. 


2. Comparisons of Utility from Person to Person. 


There is a tendency in present-day economics to deny the possibility 
of comparing utility as experienced by different individuals. In my 
opinion, it is correct to state that, at present, economics cannot make 
that comparison. Even so, we do make comparisons of this kind daily. 
If the economists fail to do it, other “experts” — heads of families, 
parents, teachers, judges the authorities responsible for determining 
policies (the government and the Parliament, etc) — will. Here I think 
two misunderstandings are possible. First, the economist cannot forbid 
that comparisons be made just by saying that basically comparison 
is not possible. Secondly, it is possible that economics will one day 
be able to make these comparisons better than the other “experts”. 
After all, many of the factors involved are phenomena familiar to the 
economist and on which he has wider knowledge than many others. 
I believe then that it is not necessary, as does Mr. Stefani (p.432), to 
establish such a well-marked distinction between the work of Parliament 
and the economists on the questions of distribution. In this matter, 
the Member of Parliament is not necessarily a better expert than the 
economist. Besides, in the theory of economic policy which the welfare 
theory in fact is, it must be assumed that comparisons of utilities 
between individuals will be made, either only by Parliament or by 
other experts also. If this is not a technique forming part of economic 
theory, then it comes from another origin; but it must be used. In 
other words: it must assumed that utilities can be compared. This 
means that I do not agree with Mr. Thiemeyer (para. 8) when he states 
that welfare economics, when it bases itself on such comparisons 
springs from “premises … of extremely doubtful validity”. 


3. Possibility of Treating the Question of Prices and That of Optimum 
Distribution Separately. 


Fortunately, it is not necessary to agree on this last point in order 
to talk about the optimum prices. The pricing rule based on marginal 
costs can be defended, in fact, independently of the redistribution 
measures. Before debating more explicitly these two subjects, it is 
worthwhile to refresh the readers memory on what is the general 
problem of welfare economics and on the known and unknown quantities 
involved in it. The problem is to bring to a maximum the general 
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welfare defined as the sum of all personal utilities 8, and to do it with 
the help of a group of institutions — unknown — which must satisfy as 
a group the conditions of maximum welfare. Among the data, there 
are the physical laws that govern production’s known techniques 
and the psychological laws that define welfare. But, the data 
do not include social institutions. Therefore, it is not known if 
there will be free or controlled markets, if enterprises will be private 
or public, what their prices will be, what types of taxes will be 
applied, etc. It is the institutions that must be developed — as far 
as possible — on the basis of the conditions required for the achieve- 
ment of the maximum general welfare. The structure of the problem 
can only be argued precisely in mathematical terms. ‘Welfare theo- 
reticians have done this: either with the help of infinitesimal calculus 
or of geometrical methods or with more modern techniques.# It is 
always difficult to translate in straight language these more exact 
methods and we will not try to do so. We will consider only some 
characteristics of the optimum which will serve as a basis for further 
discussion. 

One of them is that production of each good must stop at the 
point where the marginal sacrifice is equal to the marginal utility. It 
can be proved that this can only be done when there is an equal price 
for all consumers which will coincide with the price of free competition 
Without this uniformity, it would always be possible, by variations 
among buyers, to raisé the utility obtained with the help of means 
of production. When the price of free competition is not applied, it 
is always possible to raise utility by adjustment toward that price. 3 


3 It is well known that general welfare can also be defined in other ways. First. 
it can be defined as a funetion of persona! utility other than that of the sum thereof. 
But there is Tittle reason not to take the sum which represents the simplest function 
at our disposal. Nevertheless, for those who think that it is not possible to measure 
personal utility, it will not be possible to establish this sum in an unequivocal way. 
They will say that any utility function for any person could be replaced by a 
monotonous function of that particular function, and consequently, the definition 
of welfare remains undetermined. It is worthwhile to mention that, even with this 
uncertainty, most of our propositions remain valid. What becomes indeterminate is the 
optimum, distribution of income; however, optimum organisation of the community does 
not depend on the numerical answer to the question of optimum distribution. 

Another possibility is not to utilise at all personal utility functions and to leave 
the government to judge what the general welfare function must be. It cannot be 
denied that present-day practice contains some elements of that idea. Let us take 
for example compulsory elementary education and taxes on tobacco and alcohol. It 
can even be argued that it may be necessary to distinguish between some public 
goods whose supply should be a function of a collective welfare conception and the 
goods normally bought by the consumers themselves. It would not be very democratic 
to enforce the preferences for this second major category of goods by a function of 
welfare determined by the government. That is to say, this second possibility of 
defining welfare (without using personal utility function) can only be accepted for 
a limited group of goods. We admit that there is here a series of very interesting 
problems not yet explored; in the meantime, we will use in this text a function of 
general welfare defined as the sum of personal utilities. 

4 Modern authors such as G. Debreu, L. Hurviez, T.C. Koopmans and many 
others use the theory of sets (théorie des ensenbles, Gruppentheorie). 

5 It is well known that in monopolistic competition things are different, but I 
em not discussing reality, I am talking about a normative situation that I can 
compare with reality in order to determine whether this reality is the best solution 
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Another characteristic of the optimum is that for all consumers 
the marginal utility must be equal; otherwise it would be possible 
by a future redistribution of incomes to raise the total utility. 


The two characteristics can realise themselves in the same time 
it the redistribution of incomes is effected without influencing the 
“margnial” decisions of consumers and of producers. This implies 
that income taxes and indirect taxes must be excluded as means of 
redistribution. I will return to this subject later (see para. 4). But 
in any case redistribution is achieved by the tax system®; it can be 
effected independently of the tariff regime and prices of enterprises. 
Even if there are then — and there certainly will be — some differences 
of opinion on redistribution, the question of prices can rally everybody. 


It is not very clear what Mr. Thiemeyer means (para. 8) when he 
gives the description of optimum welfare: “At the same time, each 
individual achieves, subject to the conditions inherent in the system, 
the maximum welfare.” The essential thing is precisely to specify 
the conditions inherent in the system; in our terminology, the question 
remains how to know which institutions, specially as far as taxes are 
concerned, must be chosen so that for every individual looking for his 
maximum, the marginal utility will be the same. 


4. Optimum System of Taxes. 


We are coming now to a rather serious misunderstanding on the 
nature of optimum taxes, according to welfare economics. They are 
the “lump-sum taxes” known through the literature of welfare 
economics. As we mentioned before, their characteristics must be 
such that they do not touch marginal expenditure or marginal private 
costs, because marginal decisions must not be altered by the fiscal 
system. Mr. Thiemeyer (para. 8) thinks that this implies an equal tax 
for everybody, but this is an interpretation much too narrow and in 
fact mistaken. The ideal tax may depend on a number of factors 
characterising the production capacity of the individual, but must not 
depend on the result of the production such as the income. Among the 
taxes already existing, the nearer to the ideal are the ones on wealth; 
but taxes on personal qualities such as intelligence or psychological 
characteristics can also be considered. Of course, these qualities cannot 
yet be estimated in a sufficiently objective manner to be taken into 
consideration as taxation basis; but it is possible that we will progress 


or not. This is the task of the theory of welfare economics. For subjacent mathe- 
matical demonstrations of the above-mentioned thesis, see the article “On the Theory 
of the Optimum Regime”, in Selected Papers, Amsterdam, 1959. 

6 It goes without saying that there are other possibilities of influencing income 
distribution — or more generally welfare — for example, by measures giving access 
to education. 
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along that line. I agree with Mr. Stefani (p. 432) when he mentions 
as an example of the most important neutral “taxes on property and 
income from property ”. 


5. A Modernised Theory of Welfare Economics. 


As I mentioned earlier, we need a welfare theory better adapted to 
present-day realities. Vilfredo Pareto’s theory is obsolete mainly 
because he does not take into consideration two characteristics of 
modern production which, precisely, constitute the justification of a 
public sector: external effects and indivisibile means of production. In 
his paragraph 12 Mr. Thiemeyer mentioned, quite rightly, the import- 
ance of the existence of unused capacity necessary for technical reasons. 
But it is quite possible to bring in the two facts in the welfare theory. 

We speak of external effects if a certain production gives some 
advantages to persons other than those who produce or to those who 
buy the products. In this case, optimum decisions on production and 
prices cannot be taken by private enterprises. Their decisions will 
be distorted by the simple fact that they do not take into consideration 
external advantages (positive or negative). 


When there is a minimum size of certain means of production — 
the case of “indivisibilities” — the optimum situation may require the 
creation of some partly unutilised installations. This is the typical case 
where the price problem arises. These prices must be, for marginal 
units bought, equal to marginal costs; but then, there will be a 
possibility of continuing losses. It depends on the pricing system. 
If all the units of the product are sold at the same price — equal to 
marginal costs — there will be losses. However, apparently, private 
enterprise can maintain itself here by the application of two-part prices. 
We will see later, however, that it will be difficult to entrust a private 
enterprise with the task of production. For the time being, I only 
want to bring attention to the fact that, taking into consideration the 
two above-mentioned phenomena, a modern welfare theory teaches us 
the necessity of a public sector on the basis of purely economic argu- 
ments and deviates obviously from the Paretian tendency for the 
defence of pure liberalism. 


6. Investment Criteria. 


For the branches with indivisible means of production, there is 
another problem. According to what criterion must the size and the 
timing of new investments be decided? 7 Here again, the modernised 
welfare economics can help, and the decisions of autonomous enterprises 


7 For a modern and clear discussion of these problems, see C.J. Oort: “Decreasing 
Costs as a Problem of Welfare Economics”, Amsterdam, 1958 (Diss. Leiden). 
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cannot be taken without violating the maximum welfare conditions. 
Basically, it is obvious that the welfare theory must be our guide. Let 
us imagine a growing economy, that is to say where capital is in 
, constant increase. This capital is continually having to be invested in 

the different branches; among them, indivisible installation branches. 
In the course of time, it is by the maximation of total welfare that 
an optimum distribution of investments can be found.8 But, in the 
meantime, it can be proved that private enterprise does not possess 
the data really necessary to realise the maximum. It is because private 
enterprise uses elements necessarily arbitrary in fixing its prices that 
the total receipts are not an exact indication of the usefulness of the 
production advocated. Two systems of price fixing can be used by 
private enterprise. It can create a monopoly or an oligopoly; and we 
know that both represent deviations from the optimum welfare. Or, 
this is another possibility, it can apply a two-part price; under these 
circumstances, it can maintain itself on a competitive market. However, 
two-part prices also contain an arbitrary element. It is for this reason 
that investment decisions will remain somewhat arbitrary for all private 
or even public autonomous enterprises. 


Indeed, it must be recognised that the principle (set forth by 
Mr. Weisser in his para. 28) of basing prices on total costs is by 
itself not sufficiently accurate to warrant optimality in investment 
decisions. These problems need more elaborate analysis on the nature 
of optimum welfare and its implications on two-part price systems. 


7. Relation between Two-part Price Systems and Taxes. 


The great advantage of two-part price systems is that it. can 
combine two qualities. They can satisfy the rule that marginal units 
must be sold at marginal costs without permanent losses for the enter- 
prises. But at the same time they raise new problems. According to 
what criteria must fixed costs be distributed among customers? In 
practice, the most attractive systems are those where the fixed 
contribution payable by customers takes into consideration their wealth, 
such as the size of their houses. But generally, there is much that 
is arbitrary in these systems: this springs from a general cause of a 
theoretical order which is worthwhile discussing now. 


8 I have developed a very simple example in my article “Economic Development 
and Investment Indivisibilities”, to be published in a volume dedicated to Mr. Kalecki. 
As a starting point I chose a welfare function expressed in a function of quantities 
of consumed goods and of quantities of work necessary for their production, ‘Then 
I assumed the increase of the capital of the society, and that two branches of activity 
require indivisible installations which can only be increased by substantial steps. 
The optimal development of the capacity of the three branches (the third one being 
the entirety of industry without indivisible installations) can be inferred from o 
welfare maximisation. It is even possible to derive the necessary coefficients from the 
demand curves of a “big country” where indivisibilities play a relatively small role. 
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In principle, there is no difference of character between fixed contri- 
butions paid by electricity consumers, etc., and the direct taxes they pay. 
Both are flat-rate deductions from income, without connection to the 
quantities of various goods bought for consumption. For the same . 
reason, it is only the total of all these contributions and taxes that 
counts for the consumer, while for the enterprise receiving fixed 
contributions, only the fofal receipts from all consumers count. For 
one thousand consumers and ten enterprises, there are 10,000 payments 
and 10,000 receipts, but only the 1,010 totals matter; therefore, the 
10,000 individual contributions cannot be determined without being 
arbitrary. The situation is similar to that of a competitive market 
where only the total supply from each vendor and the total demand 
of each buyer has a significance, while the quantities sold by one 
vendor to individual buyers have none. 

I think that this situation has an interesting implication for the 
optimal organisation of the economy. It seems more natural that the 
administration of direct taxes and of fixed contributions for electricity, 
gas and perhaps other products, be combined and integrated. This 
seems to us an argument in favour of public ownership of these sectors. 


8. Investment Planning. 


There still remains the double question: within the limits of a 
two-part rate system, what is the total fixed contribution to collect 
from each industry and what will be the optimum investment for each 
one? It is clear that the industry in question has a certain liberty as far 
as the fixing of the total sum of fixed contributions is concerned. It is 
also probable that a variation of this sum will not influence very much 
the demand for the product; demand will be much more sensitive to the 
variation of proportional contribution per unit of the product. Thus it 
appears that industry can raise easily enough the amount of its total 
receipts: but this does not justify a greater volume of investments. 
From our above-mentioned analysis (see note 8), we have drawn the 
conclusion that investments can more easily be based on central 
planning with the help of facts not available to each individual industry, 
and that justified investments must be in any case financed irrespective 
of whether there is any close relationship with the revenues of the 
industry in question or not. This represents, it seems to me, another 
argument in favour of public ownership of the group of industries 
with indivisible installations. 


9. Summing-up. 


The principal aim of this article has been to draw the attention 
of the Annals’ readers to the part that a modern version of the theory 
of welfare economics can play in collective economy. We have pointed 
out certain misunderstandings concerning this theory, in particular the 
ideas of lump-sum taxes which do not fall equally on all but, on the 
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Students of the theory of consumer co-operation have given con- 
siderable attention to the difference in the principles of income dis- 
tribution within a capitalist organized enterprise and one organized 
along co-operative lines. Much has been made of the patronage refund 
and the relatively small fixed return on capital investment. This 
emphasis is proper, for one of the major differences between capitalism 
and co-operation concerns the matter of distribution of the social 
dividend. As a matter of fact, this question of the basis of income 
distribution is what demarcates one system of economic thought and 
practice from another. 


The technological processes by virtue of which the people of the 
world secure a livelihood are similar among all people of comparable 
technological accomplishment. Steelmaking, shipbuilding, jet airplane 
construction, and all other modern industrial accomplishments are 
much the same in England, Sweden, Russia, France, Belgium, and 
Japan. Whether the system be called communism, socialism, co- 
operation, or capitalism, the blast furnace and the open-hearth furnace, 
along with the concomitant human skills, are still essential to the 
manufacture of steel, So it has always been. Flint chipping in North 
Africa did not differ markedly from that in Southern Europe. We 
acknowledge this fact when we categorize economies as paleolithic, 
neolithic, agrarian, and industrial, All economies can be placed some- 
where in such a technological scale.1 But it should be noted that the 
basis of such a classification is the state of the industrial arts. It is 
not the system of income distribution which in fact shows no such 
progression or development. It is not the socially organized techno- 
logical patterns over which people are emotionally divided. The 
division centres on the scheme of property ownership on the basis of 
which income is distributed. 


1 No one has made this point more clearly than has C.E, Ayres in his Theory 
of Economic Progress, Chapel Hill (N.C.) University of North Carolina Press, 1944. The 
whole book is germane, but the point is stated succinctly in the “Foreword” to a new 
edition published by Shocken Books, New York, 1962. 
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The theorist of co-operation is therefore well advised when he 
focuses his attention on the patronage refund and the fixed return on 
capital in the co-operative. One might argue that the extension of the 
democratic principle to the economic enterprise equally differentiates 
the co-operative from the capitalist organization. But this could 
possibly be refused by arguing that genuine collective bargaining and 
consumer representatives in government could accomplish this same 
end without any essential abandonment of capitalism. But no one 
could argue that the return on capital is distributed in the same 
fashion in the co-operative as it in the capitalist enterprise. 


Thus far, co-operative theory has been devoted largely to the ethical 
aspects of this scheme of distribution. It has been argued that the 
patronage refund is justified on the grounds that the consumer after 
all made it possible by his custom in contradistinction to the capital 
dividend under capitalism where the owner of capital is most frequently 
an absentee who can only claim a rather nebulous “risk” as justification. 
This type of argument from ethical principles almost necessarily pre- 
cludes any reference to orthodox economic theories of income dis- 
tribution. According to the tenets of standard economic theory ethica 
considerations are not relevant. This is the position taken even though 
many perceptive individuals have called attention to the normative 
aspects of theories of distribution on productivity lines. 2 

The orthodox student of capitalist economics has largely ignored 
the theory of co-operation. The theorists of capitalism and those of 
co-operation have very much gone their separate ways. This mutual 
aloofness derives perhaps from the basic premise of each concerning 
human nature which dates from at least the seventeenth and eighteenth 
centuries. The social philosophers of that period did have one thing 
in common. This was their belief in man as primary and society as 
secondary. All seemed to agree on some variety of individualism in 
contradistinction to the feudal notion that individuals were but elements 
of some larger corporate body called society. But they did not agree 
on the character of this primary stuff called human nature. One 
strand of thought, perhaps taking its lead from Hobbes, believed man 
to be individualistic and selfish. The other, best exemplified by 
Rousseau, held to the notion that man was basically co-operative bv 
nature. | 

Standard economic theory at least from the time of Smith adhered 
to the notion that man was basically selfish. Self-interest is the force 
which lies behind all economic activity. Thus, the unlimited return 
on capital is essential to any kind of new economic activity. Man 
in quest of his own self-interest will seek the largest return on capital 
The notion of private property was an essential corollary to the whole 


2 One of the first was Thorstein VEBLEN in his essay “Professor Clark's Economics”, 
reprinted in The Place of Science in Modern Civilization (New York, B.W. Huebsch), 
1919. 
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system of Smith. In other words, capital was almost anything which 
could be defined legally as private property. It was contended, since 
man was self-interested in all his actions, that in the absence of private 
property law to secure his gains he would not undertake any kind 
of activity. This would be contrary to the best interest, not only of 
the individuals involved, but of society as well. For under this doctrine 
it was assumed that private and public interests were identical. As 
Sir Bernard Mandeville contended in the Fable of the Bees, private 
vice was a public virtue. 


Such notions were quite contrary to the theory and practice of 
co-operation. Co-operators, at least from Robert Owen on, never 
assumed that self-interest was the “first cause” of all human action. 
In fact, co-operation always emphasized the co-operative and social 
aspects of human nature. No one would today get into an argument 
concerning whether man was basically combative or co-operative. We 
know that what used to be referred to as human nature is itself a 
function of the society through whose mores and institutions it finds 
expression.3 Nevertheless, on balance it would seem that the co- 
operator has as much, if not more, to recommend his SES as does 
the upholder of orthodox theory. 


Regardiess of who has the better of the argument, this basic 
difference in their conceptions of human nature was alone sufficient to 
keep co-operative and orthodox economic theory wholly apart. The 
orthodox viewed himself as a realist who accepted the hard actualities 
of this world. Although very few took the unvarnished /aissez-faire 
position of a Herbert Spencer, most of them did feel that the outcome of 
unguided individual striving — the “free” market — was in some way 
the order of nature. It was such because it was held to be in con- 
formance with human nature. It was “natural”. Thus they looked 
upon any economic philosophy which did not accept this basic premise 
as both hopelessly visionary and pernicious. It was hopelessly visionary 
because it was contrary to human nature and it was pernicious because 
it was attempting to alter a system ordained by nature. 


Thus co-operative theory and the co-operative movement were 
largely ignored by economic theory. ‘With the possible exception of 
John Stuart Mill and Charles Gide practically every economist in the 
main stream ignored co-operation. Even the followers of Marx had 
little use for co-operation. It was likely to be dismissed as a part of 
the Utopian socialism which preceded the “scientific” socialism of 
Marx. It was hopelessly reformist. 


3 Margaret Meran (ed.): Co-operation ant Competition among Primitive Peoples 
(New York, McGraw-Hill Book Co, 1937) and Leslie WHITE, The Science of Culture (New 
York, Farrar, Straus, 1949). | 
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II 


But oddiy enough, in Keynesian economics there is the possibility 
of merging both co-operative theory and classical political economy. 
It has been missed perhaps, by both theorists of capitalism and those 
of co-operation, because of the long-standing chasm which divided 
them. The missed opportunity may also be accounted for by the 
reformist nature of Keynesian economics. There are still those who see 
no more to Keynes than as the saviour of capitalism.4 But whatever 
the reasons why co-operative and Keynesian theory have missed con- 
nections in the past, they are not sufficient to maintain the separation 
in perpetuity. There is every reason to recommend a merger. 

The co-operators have much to gain by such a merger because it 
would give to them a general theory of income and empioyment which 
they now lack. It would also strengthen their current theory of income 
distribution by giving it a stronger economic basis to buttress the 
ethical grounds on which it rests. 


Keynes stated in his General Theory that 


The outstanding faults oî the economic society in which we live are 
its failure to provide for full employment and its arbitrary and in- 
equitable distribution of wealth and incomes. The bearing of the 
foregoing theory on the first of these is obvious. But there are also 
two important respects in which it is relevant to the second.... For we 
have seen that, up to the point where full employment prevails, the 
growth of capital depends not at all on a low propensity to consume 
but is, on the contrary, held back by it; and only in conditions of full 
employment is a low propensity to consume conducive to the growth of 
capital... Thus our argument leads towards the conclusion that in 
contemporary conditions the growth of wealth, so far from being 
dependent on the abstinence of the rich, as is comonly supposed, is 
more likely to be impeded by it.... 


This passage is drawn from the “concluding notes” of the General 
Theory, a section which is often overlooked or ignored by the more 
conservative Keynesian system and wherein it differs from classical 
political economy. To the classicist uneven distribution of income 
was essential to economic progress. The more uneven the distribution 
the higher the rate of savings and investment and hence capital 
accumulation. In this system of thought savings were always considered 
to be a cause of income, 

Keynes, however, clearly pointed out that saving was passive. It 
was a result of income, but not a cause of income. Attempts to save, 
by reducing aggregate expenditure, might never be realized because of 
a fall in aggregate income brought about by the increased saving. 


4 Seymour Harris (ed.): Saving American Capitalism (New York, A.A. Knopf, 1948). 
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There was no reason to assume that saving and investment were 
identical acts nor that all saving was automatically followed by 
investment. The act of saving, or not spending, was independent of 
the act of investing, or spending for capital goods. It was on this 
point that Keynes permanently severed relationships with Say’s law 
of markets. 


Of all the Keynesians, Beveridge probably most fully comprehended 
the consumption meaning of Keynes. As he put the argument 


On the earlier teaching of the economists, moral and technical consi- 
derations of wealth have appeared to be in conflict. Moral considera- 
tions suggested the desirability of a more equal distribution of wealth, 
while technical considerations appeared to require great inequality as 
the condition of adequate saving. On the newer teaching of the 
economists, as exemplified in the passage just quoted from J.M. Keynes, 
moral and technical considerations unite in favour of substantially 
greater equality of wealth than has obtained in Britain in the past. 5 


Beveridge went on to argue that by correcting the inequitable dis- 
tribution characteristic of capitalism the other major flaw, its instability, 
would be corrected. Its inequality could be corrected by progressive 
taxation the proceeds of which are used to finance welfare payments. 
By virtue of this transfusion of income from the rich to the poor the 
propensity to consume would be sifted upwards. This upward 
movement of the propensity-to-consume schedule would reduce the 
savings gap at any level of inome, By reducing the savings gap the 
problem of maintaining sufficient offsetting investment would be 
reduced. A secondary effect would also be realized: The general rise 
in consumption would through the accelerator, have a tendency to 
stimulate needed investment. 


This argument, based on Keynes, is a strong one for the welfare 
State. But just as strong a case can be made for the co-operative 
commonwealth. The case can be made on the ground that a system of 
distribution in which the returns on capital shares are fixed at low 
rates and dividends are distributed on consumer patronage would 
prevent the cyclical shift in income distribution which apparently lies 
at the root of capitalist instability. 

Co-operative theorists had paid some attention to economic stability. 
Arguments had been made that co-operation would make for economic 
stability on several grounds. One argument was to the effect that 
co-operatives would stick to standard lines of merchandise for which 
the demand was cyclically stable. 6 J.P. Warbasse insisted that, based 
on employment statistics, in the depression of the 1930s, co-operative 


5 Sir William BEVERIDGE: Full Employment in a Free Society (New York, W.W. Nor- 
ton and Co, Inc., 1845), pp. 95-96. 

6 Colston E, WARNE: The Consumer Co-operative Movement in Illinois (Chicago 
University of Chicago Press, 1926), p. 286. 
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employment was more stable than that in capitalist enterprise.” The 
British co-operators argued that, by establishing a large reserve in 
-prosperity, they were able to stabilize their activities during the general 
depression of the 1930s.8 None of these are too impressive as argu- 
ments for the income — and employment — stabilizing character of 
co-operation. As it stands co-operative theory has lacked a macro-. 
theory. 


But Keynes lies at hand; and by merging Keynes with co-operative 
theory the latter acquires a theory of income and employment and 
rejoins the main stream of economic thought from which it was 
separated well over a century ago. 


According to underconsumption Keynesians the instability of ca- 
pitalism comes about by a shift in income distribution during the 
prosperity phase of the business cycle.® Considerable evidence exists 
to bear out such a hypothesis. 10 During prosperity income shifts 
upward from low to high income receivers. This is accounted for by 
the tendency of profit and interest income to increase more rapidly 
than wage and salary income. Since the biggest portion of profit 
and interest income goes to upper income receivers the effect is to 
give to these groups a larger proportion of the aggregate income than 
they previously received. Although Keynes did not lay great stress on 
the accelerator effect, the underconsumption Keynesians do so. They 
argue that such a shift in income distribution will bring about a 
reduction in the proportion consumption of aggregate income. In 
other words, consumption will increase with income, but at a diminshed 
rate of increase, 


No harm would be done to the economy if investment would increase 
at an increasing rate just sufficient to fill the increasing savings gap. 
But given the accelerator relationship between consumption and invest- 
ment no such offsetting flow of investment can be anticipated. To 
assume that it would is to assume that, in a time during which 
consumption is growing at a diminishing rate, businessmen will decide 
to invest at an increasing rate. Only an unreconstructed adherent of 
Say’s law and of the notion that interest always equated savings and 
investment could cling to such faith in a beneficent system. i 


7 J.P. WARBASSE: Co-operative Peace (Co-operative Publishing Association, 1950), 
p. 202. 

8 INQUIRY ON CO-OPERATIVE ENTERPRISE: Report on Co-operative Enterprise in Europe 
(Washington, U.S. Government Printing Office, 1937), p. 62, 

9 Howard J. SHERMAN: Growth, Unemployment and Inflation (New York, Appleton- 
Century-Crofts, 1964), pp. 75-87. See also H Gordon Haves: Spending, Saving and 
Employment (New York, 1945) and C.E. AYRES: The Divine Right of Capital (Boston, 
Houghton-Mifflin Company, 1946). 

10 More recent work has been done on this point by such people as Simon 
Kuznets in his Shares of Upper Income Groups in Income and Savings (New York, 
National Bureau of Economic Research, 1953); but probably the most compiete book 
on this point is still the classic study by the Brookings Institution of the performance 
of the American economy in the 1920s, the results of which were published in America’s 
Capacity to Consume, 1934, America's Capacity to Produce, 1934 and The Formation 
of Capital, 1935 (all published by the Brookings Institution, Washington, D.C.). 
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But under a co-operative commonwealth no such problem should 
arise. During a period of economic growth and expansion consumer 
co-operation should be increasingly profitable just as are non- 
co-operative enterprises. But under the co-operative system of dis- 
tribution this increased return would be paid out on patronage refunds 
rather than on capital shares. The excess proceeds would be returned 
to those from whom originally collected. Thus it would not bring 
about a shift in income distribution as do residual rights on capital 
shares. All studies of wealth holding indicate a high degree of con- 
centration in capitalist economies. 1! But since excess proceeds are 
distributed to capital owners, this results in a transfer of income from 
the mass of those with a high consumption ratio to those with a 
relatively low one. With both the patronage refund principle and the 
principle of a relatively:small but fixed return on capital shares such 
a shift could not take place under co-operation. 


This does not mean that under co-operation it would not be possible 
to introduce instability. The British co-operatives, for example, were 
notoriously conservative in their handling of reserves. 12 A large 
number of co-operative organizations, all putting aside large reserves 
for contingencies, could have the same effect as increased savings at 
the expense of consumption in a capitalist economy. But the per- 
formance of co-operatives existing as a minor economic force within 
a larger free-enterprise economy should not be taken as typical of 
what is likely to happen within an economy in which co-operation is 
the dominant force. The accumulation of excess reserves by the 
British co-operators was largely the product of well-grounded fear in 
the historic instability of an essentially capitalist economy. Within an 
economy largely co-operative and without such a historic record of 
instability it is doubtful that co-operatives would behave in such a 
financially conservative manner. Co-operative savings would probably 
be largely for planned investment. In other words, ex ante saving 
would probably equal ex post investment and hence no savings- 
investment problem would exist. 


One other source of instability could exist within a co-operative 
economy. Co-operatives could, by the manner in which they rewarded 
management, bring about a transfer of income from lower — to hgher — 
income receivers, If all co-operative success were ascribed to the 
enterprise, initiative and foresight of the co-operative managers, as is 
often the case in free enterprise, and if the membership acted with the 
indifference characteristic of the ownership in the modern large cor- 
poration, it would be possible for the management almost alone to 
shift income in its favour. But this is only a remote possibility in a 


11 Robert LAMPMAN: The Share of Top Wealth-holders in National Wealth, 1922-56 
CLOSE, Princeton University Press for The National Bureau of Economic Research, 
1982). 

12 A.M. CARR-SAUNDERS, P. SARGENT FLORENCE, Robert Peers: Consumers’ Co- 
operation in Great Britain (London, Allen & Unwin, 1940). 
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co-operative. The lopsidedness of income distribution in capitalist 
economies comes mainly from property income rather than managerial 
salary income even though the salaries of corporate heads are quite 
sufficient. Even if salaries were tipped in favour of management, 
income distribution could not be skewed too greatly. This follows 
because property income is fixed at a rather modest level under co- 
operative organization. It does not have residual rights. These inhere 
in the consumer. 

Secondly, no one would be likely to ascribe mystic powers to the 
co-operative heads as has been done in private enterprise. Corporate 
managers have assumed the mantle of the old sole proprietor, the 
the buccaneers of early capitalism. But co-operative managers have 
been looked upon more as civil servants who should be paid an 
adequate salary, but who would not find their managerial skills crushed 
and stultified if they were not able to live on a standard associated 
with royalty. It is unlikely that this status position of co-operative 
management would be altered greatly under a co-operative com- 
monwealth. 


On balance it could be argued that an economy organized on the 
co-operative principle of distribution should be reasonably stable. It 
should be such because it avoids the transfer of income which takes 
place in capitalism during a-prosperity phase and which apparentiy, 
because of its deflationary effect on consumption outlay, causes a 
downturn. The greater degree of economic activity organized on the 
co-operative principle within any economy, the greater the degree of 
economic stability. Although the evidence is certainly inconclusive, it 
should be pointed out that the Scandinavian countries, including Fin- 
land, with a relatively high proportion of economic activity organised on 
co-operative principles, were less affected by the depression of the 
1930s than other Western nations. This does not prove the thesis of 
this paper, but it would indicate that further inquiry might be worth 
while. 

III 


Keynesian economics and the economics of co-operation seem quite 
congenial. By merging them the co-operative theorizer would seem 
to be able to strengthen his case. Heretofore, co-operative theory 
lacked a strong theory of income and employment. By merging co- 
operative theory with Keynesian theory this void would be filled. 
Reciprocally it would seem to add force to Keynes’s claim that his was 
a general theory. If it would hold for an economy under co-operative 
organization as well as capitalist organization it would be even more 
general than Keynes claimed it to be. His claim to generality did 
not extend beyond the bounds of a capitalist economy. 


NATIONALISATIONS IN AUSTRIA * 
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Edmond LANGER, 
Head of Research at Liège University 


A. GLOBAL REVIEW 


I. The Austrian nationalisations form part of a typical mixed 
economy system in which the State has intervened to a larger extent 
than in most other western countries and in which both the public sector 
and collective economy are more widely developed than in comparable 
countries. Although individual aspects show many imperfections and 
though the approach is undeniably empirical and the policy followed 
full of compromises, this mixed economy system has linked the funda- 
mental advantage of freedom with that of stability and of economic as 
well as social progress, After World War II it has succeeded where 
the methods of traditional liberalism, party struggles and private— 
mainly foreign—capital failed between the two world wars. There is a 
striking contrast: after starting out, in 1918/1919, as a nation most 
jealous of its independence, Austria, after the Anschluss, ended up in 
the most abject dependence; in 1945; however, she was tossed about 
by the two Allied groups of occupation, to become one of the few 
countries in the world which has achieved full political and economic 
independence, The Austrian nationalisations in 1946 and 1947, which 
were decided upon despite the opposition of the Soviet military power, 
may be called a masterpiece in this successful game. The Austrian 
nationalisations are a case in point that individual freedom can be 
maintained under such a system, although the contrary has often been 
said for reasons of domestic politics. 


II. General economic and social policy—including nationalisations 
—is determined through the system of political parties. All the major 
questions of national importance are lastly negotiated between the 
political leaders of the Christian-conservative and the socialist party 


* The following article has been translated from the final pages of the book 
recently published by Mr. Langer: Les nationalisations en Autriche, Martinus Nijhoff, 
The Hague, 1964. 
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(OVP and SPO respectively) which, since 1945, have regularly formed 
coalition governments and have the support of some 90% of the 
electorate. 


Some decisions are taken in direct concert with the major asso- 
ciations of national interest such as the voluntary and official employers’ 
and workers’ unions; they all are rigidly organised. 


Economic policy in general and the nationalisations in particular 
have been influenced by a strongly centralised system of political 
democracy and, in certain instances such as price and wage setting, 
by an economic democracy being effective only at the level of the 
nation and of the individual industries. 


IT. The Austrian nationalisations, which are little known abroad, 
cannot easily be confined within a rigid definition. The ownership of 
both domestic or foreign public and private undertakings has been 
transferred to the central Government or to the Länder, or in some 
cases to both; this was done by virtue of Austrian legislation or of 
international treaties. For the transfer of Austrian property an indem- 
nity was paid while foreign property was simply confiscated. During 
the first ten years after the war, the majority of the nationalised 
undertakings were administerad by direct representatives of the central 
Government ; later, private commercial law was applied and has given 
the managing and administering bodies a certain degree of autonomy 
which is, however, infringed upon by the central Government on a 
certain number of essential points. Moreover, a few institutions and 
practices have been established which have prepared economic demo- 
cracy and cleared the way for a service economy system. 


In a word, nationalisation in Austria has mainly the meaning of a 
take-over by the State while having the characteristics of nationalisation 
proper (such as autonomous managements and a national character 
of operations) and including a few features of socialisation. 


At the same time, the Austrian nationalisations are in some ways 
reminiscent of the nationalisations in the peoples’ democracies, particu- 
larly in the extent of confiscations involved. A closer examination 
shows, however, that they are a combination of a type familiar in the 
nationalist countries on the one hand and on the other in the western 
democracies. 


IV. The official motive given for the Austrian nationalisations was 
the economic necessity of avoiding the nefarious experiences made 
between the two wars. No other effective solution was available at a 
time when extreme distress and the need for reconstruction demanded 
the immediate mobilisation of all the country’s resources. Nevertheless, 
the motive of national integrity, unavowed under the circumstances of 
that time, was added to economic necessity and eventually came to 
the foreground: in 1946/1947 the representatives of the Austrian people 
were unanimous in their wish to eliminate the appropriation of a large 
part of the economy by German capital and, above all, to invalidate 
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the threat that this property might be taken over by the Allies in accor- 
dance with the Potsdam agreements. Moreover, a third—ideological— 
motive is frequently overlooked: without the efficient action of the 
Austrian socialist party and the prestige of its leader, Dr. Renner, and 
without the support of the ‘working class and the trade unions, 
nationalisation would certainly never have taken the magnitude it has 
achieved and might even never have succeeded at all. 


V. Several specific acts govern nationalisation in Austria: the two 
Acts of 1946 and 1947 on nationalisation proper, Article 22 of the 
Peace Treaty of May 1955 which finally restored to the Austrian 
Republic the companies whose ownership was claimed by the Allies, 
two Acts of 1954 and 1955 dealing with the indemnification of any 
former owners which might put forward their claims, three acts by 
which the central administration of the nationalised undertakings— 
provided for by the two original nationalisation Acts—was reorganised, 
a set of rules on the public administration officials which was a deter- 
mining factor during the first ten years of nationalisation, and, finally, 
the Act of 1956 providing for the partial de-nationalisation of the two 
major banks. i 

This specific legislation is completed by a general commercial 
legislation and by a number of laws on the control of public under- 
takings. 


VI. The two nationalisation Acts and the decrees and provisions 
by which they are completed stress the transfer to the State of the 
assets previously owned by foreign or Austrian companies and other 
bodies; the State has thus become the sole shareholder of these com- 
panies whose legal status, however, is still governed by private com- 
mercial law. An important consequence ensues: like any other share- 
holder, the State plays only a passive role while the different organs of 
the companies—and particularly the managements—have obtained a 
great measure of autonomy. 

The first Nationalisation Act of 26 July 1946 has transferred to the 
Republic the major basic industries and the leading banks. of the 
country; this was done both because they were previously under German 
ownership (national motive) and because they occupied a key position 
in the economy (economic and ideological motive). The transfer to the 
Republic reflects the public nature of the first nationalisation. The 
principle of indemnification was adopted and the need for planning 
stressed. Special conditions were provided for the expropriation of 
these assets. In theory, the profits of the nationalised undertakings 
were to be allocated first to indemnification and secondly to invest- 
ments, a reflection of the financial solidarity of these undertakings. 
These characteristics lead to the conclusion that the first Nationalisation 
Act conforms to the spirit of collective economy. 

However, further on in this report we shall see that at later periods 
legislation and practice have in every respect deviated considerably 
from the fundamental features of the first Nationalisation Act: 
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(1) Specific legal provisions (rules governing organisation) have run 
counter to the normal practice of private commercial law, in particular 
as far as the usual powers of the different organs of the companies are 
concerned; 


(2) Indemnification was in the end only partial (exclusion of the 
German companies and public authorities); 


(3) Planning has remained incomplete and has gradually been 
attenuated; 


(4) The special conditions provided for the expropriation of assets 
were not observed (the shares were handed over to the people instead 
of being reserved by preferential treatment to the collective-economy 
institutions); 

(5) The investment fund remained ineffective until 1955 because of 
the delayed indemnification and was even liquidated altogether from 
1956 to 1959; in the latter year it was re-established, but in a form 
which has left room for other allocations (25% of profits go to the 
Treasury) and which has deprived it of any efficiency (the management’s 
power of appropriation has been limited). 


Thus, instead of a collective-economy concept, the observer will find 
a medley of solutions dictated by compromise. 


VII. A Bill on nationalised undertakings-—related to the first Natio- 
nalisation Act and providing for the institution of an incomplete system 
of joint ownership and joint management by the workers—was never 
adopted, mainly because of its political implications and because of 
the social injustice for co-operative factories that would have ensued 
from it. 


VIII. Through the second Nationalisation Act of 26 March 1947, 
the major part of the mixed electric utility industry was transferred 
to the Republic and the Länder. Contrary to the first Act, the second 
Nationalisation Act was of a federative nature and included essentially 
technical features of re-organisation which were just as important as 
the aspect of nationalisation itself. But although it led to a simpli- 
fication and centralisation of the former structure of the electric utility 
industry, its outcome is still a fairly complex system; this is mainly 
due to the reluctance of the subordinate public authorities to abandon 
their traditional prerogatives to the Republic. 


In principle, the federative system of administration which, to start 
with, distributed the functions and the fields of activity amongst the 
various authorities operating electric utility companies (central Govern- 
ment, Länder, municipal and communal authorities) has at its head a 
national co-ordination company. 

Unfortunately, developments have shown that, as a result of the 
resistance shown by the subordinate authorities, this company is unable 
to co-ordinate anything but the central Government’s utility companies. 
At the same time, the federative system provided for at the outset has 
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proved unsatisfactory and a better solution is currently being sought by 
which the opposing interests of the central Government and of the 
Länder can be brought to meet. 


IX. The two Austrian nationalisation Acts of 1946 and 1947 only 
became really effective once the Peace Treaty was concluded on 15 
May 1955 and the Allied occupation troops were withdrawn in the 
same year. Before, most of the undertakings nationalised by Austria 
were claimed by the Allies in accordance with the Potsdam agreements 
since they had formed part of the “German assets”. 


While the western Allies had left the management of these com- 
panies to the Austrians and finally surrendered their claim outright in 
1955-——with the exception of a few companies in which they had had 
interests before the war—the Soviet authorities showed vigorous 
opposition to the Austrian nationalisations and for ten years operated 
the “German” undertakings in their sector for their own account, 
grouping them into two holding concerns: the USIA for the industrial 
companies and the SMV for the oil companies. 


Because of the Soviet demands included in the Peace Treaty and in 
the complementary protocols and memoranda, Austria had to buy back 
the undertakings under Soviet administration and had to undertake not 
to restore them to their former German owners and not to indemnify 
the German companies or authorities whose property they had been. 


In this manner the Austrian Republic recuperated the remaining 
quarter of the industries nationalised in 1946 and, furthermore, became 
the owner of all or part of the former German undertakings which had 
been excluded from nationalisation. These latter acquisitions have been 
termed “incidental nationalisations” in this report; it may be added 
that they have not been maintained under public ownership. 


X. The indemnifications and charges incumbent upon the Austrian 
nationalisations have been regulated as follows: 


(1) The first Indemnification Act of 7 July 1954 mainly provides for 
settlement in Government bonds of the non-German interests in com- 
panies located in the western sectors and actually administered by the 
Austrians. This charge is to be borne by the central Government as far 
as industry and banking is concerned and by the Länder in the case 
of the electric utility companies transferred to them. 


(2) The second Indemnification Act of 18 December 1959 settles the 
interests of the former owners of companies—German companies or 
public authorities excepted—the status of which was not clearly 
established at the time of the first indemnification Act since they were 
wholly or partly under Soviet administration: under the new Act, half 
of the redemptions are made in Government bonds and the other half 
in cash, the charge to be borne by the central Government. 


(3) By virtue of the memoranda signed with the western powers on 
10 May 1955 and preceding the Peace Treaty, the Austrian Republic 
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had to restore several nationalised oil companies to Anglo-American, 
Canadian and Dutch companies; this was done between 1957 and 1960. 


(4) Through the Peace Treaty and its joint protocols, the Austrian 
Republic accepted to buy back all undertakings under Soviet admi- 
nistration: thé Danube steam-ship company DDSC against cash, the 
SMV oil fields and installations against oil deliveries and the industrial 
holding concern USIA against commodities. These paymens must be 
considered as reparations. 


(5) Some companies decided to pay special indemnities—exceeding 
the legal requirements--to foreign nationals; this was either done in 
order to avoid the burden of new foreign interests in the Austrian eco- 
nomy (indemnification of French shareholders by the Länderbank after 
they had already been indemnified by the Germans in .1938/39) or to 
maintain badly needed holdings abroad (the nationalised company 
Böhler indemnified German shareholders in order to keep control over 
its German subsidiary). 


XI. Today, all the charges and indemnities resulting from 
nationalisation, the total of which amounts to approximately 6.6 billion 
schillings, are practically paid. According to our estimate, the two 
legal indemnifications cost 1 billion schillings, the re-purchase of the 
nationalised undertakings under Soviet administration 5.3 billion and 
the special indemnities paid by the companies 300 million schillings. 


It can be estimated that of the total charge of 6.6 billion schillings 
1.7 billion have so far been paid by the nationalised undertakings and 
this amount will probably increase in future years. Considering that 
the re-purchase of the industries under Soviet administration has the 
political aspect of a war reparation, it can be said that the natio- 
nalised undertakings have amply fulfilled their obligations which, after 
all, are limited to the legal and special indemnities. 


XII, A study of the legislation on the indemnifications resulting 
from nationalisation shows that there are several peculiar aspects: 


(1) Nationalisation in Austria has caused the confiscation of the 
former German assets provided for by the Peace Treaty; the German 
companies and public authorities have not, therefore, been indemnified. 


(2) The shares of the companies nationalised in 1946 and 1947 
remained in circulation and continued to be listed on the stook exchange 
until 1955 and 1960 respectively when they were withdrawn for 
indemnification. In fact, a number of companies continued to pay 
dividends to their former private shareholders in spite of their natio- 
nalisation. This means that nationalisation only became really affective 
at the time the indemnities were paid. 

(3) In accordance with the Nationalisation Act of 1946, the former 
trusts such as Alpine and Böhler were first disintegrated by the separate 
nationalisation of the parent companies and the subsidiaries; the 
Government thus started by indemnifying the nationalised parent com- 
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panies for their share in their nationalised subsidiaries. Only once 
these trusts were re-integrated in 1960 did the parent companies have 
to restore to the Government the indemnities received. 


(4) Taking everything into account, the indemnification of the 
former non-German shareholders appears to have been adequate and 
was carried out in the best possible conditions. 


XIII. Until now, the undertakings nationalised by the Government 
have passed through four stages corresponding to an organisational 
legislation, agreements between the coalition parties, economic and 
social policies and miscellaneous other events, 


The first organisational stage, which was provided for by the 
nationalisation acts of 1946 and 1947, only lasted until 1949. During 
that period the nationalised undertakings were placed under the autho- 
rity of the Ministry for Capital Protection and Economic Planning. 
The Minister, Dr, Krauland, was a conservative who, despite his liberal 
tendencies, planned the production and the capital expenditures of the 
main basic industries, owing to the initial need for reconstruction. 


The second stage of ministerial organisation lasted for two legisla- 
tion periods, from 1949 to 1956. It meant a return to the traditional 
system of ministerial organisation and involved a first split in the 
nationalised sector. While the three nationalised banks were planed 
under the jurisdiction of the Ministry of Finance whose head was 
regularly a member of the OVP party, the Ministry of Transport and 
Nationalised Enterprises under a socialist, Mr. Waldbrunner, was 
placed in charge of the remaining nationalised industries. 


From that moment on, the nationalised banks have obtained 
practically complete autonomy and an individual management which is 
very similar to the system of private economy. 


The other nationalised industries, under the authority of Mr. Wald- 
brunner, remained strongly centralised and were subject to a certain 
amount of planning. They were administered in three ways: the prin- 
cipal method used was the system known as “public management” 
which gave the responsible minister wide terms of reference; the 
administration of the companies under private commercial law, which 
provided the managing and administering bodies with a fairly large 
autonomy, and the third system—set up for the coal mines, the steel 
industry and the electric utility industry—of administering the operating 
companies through holding concerns, only played an accessory role 
during that period. Although Mr. Waldbrunner took a number of major 
decisions on the nationalised undertakings only once he had obtained 
the approval of a Government commission—jointly formed by the two 
coalition. parties—the conservative members of the partnership, the 
press and others made every effort to overthrow the so-called “Wald- 
brunner Regime”. 


Under his administrations, a body intended to prepare joint man- 
agement was installed together with a consultant social council; there 
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was a certain amount of planning, new electric power plants, whose 
administration was assimilated to that of the nationalised companies, 
were built near the Austrian borders, and the first major re-organisation 
of the oil companies since their restitution by the USSR was under- 
taken. With the help of Marshall aid, the Minister was able to further 
the technical development of the nationalised sector considerably during 
the first years of his administration. Economically speaking, it deve- 
loped regularly during that time, despite a policy of low prices, and 
remained free from the influence of cyclical fluctuations. Contrary to 
an opinion generally held, the only adverse aspect was the slow-down 
of industrial capital expenditures once ERP-Aid was curtailed in 1953. 


The third stage of central organisation—from July 1956 to July 
1959—was determined by the victory of the OVP party in the general 
elections; this victory led to a new division of the nationalised sector 
which has since remained unchanged: 


— The nationalised banks have legally remained under the juris- 
diction of the Ministry of Finance which is headed by a member 
of the OVP; 


— The nationalised electric utilities are under the authority of the 
Ministry of Communications and Electric Power headed by 
Mr. Waldbrunner; 


— Nationalised industry, including the oil companies, are admi- 
nistered by an independent Government holding company, 
Osterreichische Industrie—und Bergbauverwaltungegesellschaft 
mbH (IBV). 


While no significant changes were thus registered for the banks and 
the nationalised electric utility sector, the new administration of 
industry deserves to be discussed. 


IBV, an autonomous administrative body, is a Government institution 
legally placed under commercial law. All members of the Government 
participate in its general assembly; their unanimous approval is 
required for a number of questions (alienation), The Board of Directors 
includes three OVP and three SPO ministers whose absolute majority 
is required for nominations, statute amendments and for final decisions 
in case the Managing Board cannot agree amongst themselves. The 
latter includes two representatives each of the OVP party and the 
SPO party and exercises the shareholders’ rights not attributed to any 
other of the company’s organs; it also manages the current business 
of the nationalised undertakings. 


The new IBV management, which was preponderantly liberal, rapidly 
directed the nationalised undertakings towards a management system in 
accordance with private commercial law; it mainly followed a path 
of administrative re-organisation and—without too much success—tried 
to reform the accounting system of the companies with a view to 
eliminating dividends. Tax-wise, it placed the nationalised under- 
takings on an equal footing with private companies. With varying 
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success, the management also tried to improve the financial situation of 
the USIA group of companies; this was mainly done by the integration 
of a number of unprofitable companies into the profitable ones. The 
attempt, made for political reasons, of issuing “people’s shares” failed 
because of the veto opposed by the socialist members of the IBV 
organs; in any case this project, if carried out, would only have 
succeeded with the profitable companies which did not need any 
financial help. The common fund for investments, and with it the 
principle of solidarity between the nationalised undertakings, was 
abolished under that administration, and so were the former planning 
bodies for the coal mines and the steel industry. 


From an economic point of view the IBV administration emphasized 
the internal generation of funds by the companies and thus managed 
to bring capital expenditures to a more adequate level than during the 
Waldbrunner administration; the internal price setting policy was not, 
however, changed. During the period reviewed, the economic develop- 
ment of the companies shows that they had become vulnerable to 
business cycles; however, this was mainly due to their increasing 
dependence on export markets. 


To complete the picture of this third phase of organisation, it 
should be pointed out that during it took place the partial de-national- 
isation of the big nationalised banks and the extensive de-national- 
isation of German assets. 


To sum up, when compared with the previous stage, the nationalised 
undertakings during the third period were guided along private or 
market-economy lines; this was, in fact, the principal aim of IBV’s 
general manager. 


The fourth stage of organisation began in July 1959 1 following an 
advance of the socialist party in the elections; changes only occured in 
the nationalised industrial sector while the banks and the electric 
utilities retained their existing statutes. 


The independent Government holding company was dissolved, and 
there was a return to direct ministerial administration; nationalised 
industry was placed under the authority of the socialist Vice-Chancellor 
Pittermann and attached to Section IV of the Federal Chancellery. 
However, since the Government as a body has reserved its right of 
decision on nearly every essential question relating to the nationalised 
undertakings, the factual power of the Vice-Chancellor is singularly 
restricted and leaves a wide autonomy to the companies and their 
managements. This is the chief difficulty of the Pittermann admi- 
nistration. 


However, the investment fund was restored, although in a very 
incomplete manner. In 1960, there was a widespread re-integration of 


1 According to the latest information, the current from of organisation will 
be maintained during the 1962-1965/66 legislation period, pending a final solution 
for the administration of the nationalised undertakings. 
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the former trusts, mainly with a view to an improvement in their 
operations. The central Government also took steps to improve the 
efficiency of the companies formerly under Soviet administration. At 
the same time, the Pittermann administration had to resolve the thorny 
problem of the coal mines. On the social plane, a controversial solution 
of a social dividend was introduced. 


Finally, the Pittermann administration supported capital expen- 
ditures which had started to decline at the end of the IBV period; the 
stress was laid on the self-financing of the companies. In order to 
permit the undertakings to overcome their cyclical difficulties, internal 
price increases had to be granted. 


XVI. With the exception of Vienna’s central electric power admi- 
nistration, the different, Länder operate their electric companies inde- 
pendently under private commercial law. 


Their representatives in the boards of directors seem to take an 
active interest in the management of the companies, Their policy 
shows a marked tendency towards independence from the central 
Government. While they pay lip-service to the general interest, they 
have misgivings about the low rates and the competition of the central 
Government’s electric utility companies. 


XV. A study of the central organisation of the nationalised under- 
takings leads to a number of conclusions: 


(1) The instability of the central administration, of its powers and 
its policies — a result of inter-party negotiations —- must be considered 
as an unfavourable influence for a balanced development of the 
nationalised undertakings; sometimes they are managed along col- 
lective-economy lines, at others on private-economy principles and on 
still other occasions solutions are born out of compromise. 


(2) À second unfavorable aspect is the division of the nationalised 
sector into three separate branches which are under the authority of 
different ministries following different policies; this system breaks up 
the unity and the complementary nature of a complex whose funda- 
mental characteristics—and owner—are the same. To quote an exam- 
ple, the banks might give their financial support to nationalised industry 
which could then draw up a long-term programme for the construction 
of new electric power plants; this would help the electric utility under- 
takings to adopt a uniform rate structure for the large consumers and 
the nationalised undertakings. But this pre-supposes a single central 
authority with effective planning powers and—as much as possible— 
safe from political influences. 


(3) The private commercial law system currently in force is inade-' 
quate for the nationalised undertakings. A clear proof of this resides 
in the frequent derogations of the normal powers given to the com- 
panies’ organs. Moreover, the German corporate legislation of 1937 
is itself in need of revision—as shown by recent trends in the Federal 
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Republic of Germany—if for no other reason than for the imbalance 
it causes between the different company organs. It is also obvious that 
private commercial legislation, which caters for the objectives of private 
companies—profit, liability towards creditors—, is not suitable for the 
habitual avowed or practised aims and characteristics of public under- 
takings (stability, full employment, service economy, subordination to 
the central co-ordinating bodies, no liability towards third-party cre- 
ditors when the undertakings are self-sufficient or guaranteed by the 
State). Furthermore, the current private commercial law system is in 
opposition to the system of joint administration which was to be intro- 
duced gradually in the nationalised sector. 


(4) The political appointments and the adjustment of the admi- 
nistrative bodies of the companies to the existing proportions of the 
political forces, while embodying a certain amount of democracy, have 
great disadvantages: 


(a) The membership of a party has gained as much—or even 
more—importance as technical or economic ability; 


(b) The equal need for these two criteria has limited the possibilities 
for recruiting the management and the administrators; the 
functions must thus be distributed between a restricted number 
of persons who, for the abovementioned reasons, are unable to 
go into the individual problems in sufficient detail. 


(c) As the proportion of the parties returned from every new 
election should, in principle, be observed in the administrative 
bodies, their members tend to change too frequently for being 
able to follow a consistent policy; 


(d) The political appointments impede the realisation of economic 
democracy, since the political representatives in the company 
organs fundamentally only represent the Government or the 
coalition parties before which alone they are responsible; 


(e) The influence of politics on the nationalised sector has made it 
impossible to find satisfactory solutions for the financing of the 
undertakings. Thus, the political claim for “people’s shares” 
by one party and its refusal by another, has prevented any 
recourse to the capital market; the selfish policy of the banks, 
again supported by one party, has eliminated financing possi- 
bilities for industry and for electric utilities; the ill-timed claim 
that the Treasury should receive dividends runs counter to the 
need for operational improvement and capital expenditures; the 
limited powers of decision and the specific appropriations of the 
investment fund has made the latter inoperative; etc. 


(5) There is nevertheless a positive aspect to the current system 
of administration by the different central authorities: their full employ- 
ment and low price policies. However, these achievements were brought 
about with the help of the trade unions and the Joint Wage and Price 
Commission. 
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XVI. These various points and, in particular, the disadvantages— 
though not to be exaggerated—of the political influences, obviously 
point to the following requirements: 


(a) A neutralisation of the nationalised undertakings; 
(b) The establishment of an autonomous and politically independent 


central body with effective powers for administration, co- 
ordination and planning, equipped with sufficient funds (like IRI 
or the Soviet Army Bank) and having great stability as well 
as an ad hoc statute; 


(c) A suitable legal status for the nationalised undertakings which 


(d) 


formally and legally distinguishes them from private companies; 
it should take into account their existing obligations and 
tasks, fix the terms of reference for their administration in 
accordance with their functions, find an adequate balance 
between the powers of their managing, administrative and 
controlling bodies and make room, from the start, for the 
gradual introduction of true joint management and economic 
democracy; 


A re-organisation of the control over nationalised undertakings. 
While it is true -that the Court of Finances has rendered 
excellent service and is the only authority respected by the 
men at the head of the nationalised companies, its control is 
sporadic and slow; it is limited to technical—mainly accounting 
-——aspects and is exercised side by side with many other tasks 
such as the control over budget expenditures. Here again, an 
autonomous body or commission is neeeded to exercise a 
regular and systematic control over the entire nationalised 
sector. Clearly, no one would object if that body were com- 
posed according to the current political balance prevailing in 
the country, provided that it were assisted by a sworn-in com- 
mittee of experts; 


(e) A better publicity for the nationalised sector, the introduction 


of uniform accounting procedures and a centralisation of sta- 
tistical information; the aodption of adequate measures for 
avoiding any controversy on the situation and the development 
of the nationalised undertakings as well as on their costs, their 
prices, their profitability, their investment requirements, etc., and 
for allowing to isolate their accounts from those of the nation. 


XVII, Since the early 1950s, a new way of resorting to the 
capital market was introduced in Austria: shares were issued at a 
value below the legal minimum required in Austria. This original idea 
of “people’s shares” was later exploited politically and served exclu-, 
sively as an instrument for the de-nationalisation of public property. 

After its victory in 1956, the OVP party first took action by partly 
de-nationalising the two largest nationalised banks, Creditanstalt- 
Bankverein and Länderbank. Contrary to frequent assertions, this de- 
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nationalisation has remained confined within narrow limits. In terms of 
assets, only 40% of the two banks were alienated; however, by issuing 
two kinds of stock—common shares and “preferred” shares without 
voting right-—only 14% of the two banks’ voting power was transferred 
to the public. This means that this nationalisation is of no practical 
consequence and has in no way changed the central authorities’ theo- 
retical powers of administration. Moreover, the two kinds of shares 
cannot be sold to foreign nationals and carry a practically guaranteed 
right to dividends. The preferred stock, in particular, has the nature 
of a bond rather than of a share. 


During the 1956-1959 legislation period, there was also a sub- 
stantial de-nationalisation of German assets transferred to Austria by 
virtue of the 1955 Peace Treaty and escaping the jurisdiction of the 
Austrian nationalisation Acts, Two different procedures were adopted 
to liquidate that part of the former German assets: those which had 
little value were sold outright and the rights of the Republic over a 
dozen more important companies were transferred to the public by the 
issue of “people’s shares”. 


In 1958, the liberal IBV administration finally developed a series 
of schemes for issuing to the public investors shares of the major 
profitable companies. This form of financing, which would have entailed 
further partial de-nationalisations, foundered on the socialist veto, the 
opposition by the management and by the workers and was finally 
avoided in the last moment by the advance of the socialist party in the 
1959 elections. 


XVIII. Generally speaking, de-nationalisation has run into a series 
of obstacles peculiar to Austria: 


(a) The narrowness of the Austrian capital market; 


(b) The fear that foreign capital might again take control, a danger 
to which the authorities are particularly sensitive after the 
nefarious experiences made between the two world wars; 


(c) The opposition of the management and of the workers who are 
opposed to this solution for different reasons: the former fear 
that de-nationalisation might hurt their self-financing practices 
and endanger their position in the nationalised undertakings 
and the latter are opposed to redistribution because it favours 
the economically strong, fosters speculation and is incapable 
of bringing about economic democracy. 


XIX. Two methods are applied by the authorities for administering 
the large public sector: direct Government management in a broad 
sense and management through participations. The more recent 
nationalisations by the central Government and the Länder are admi- 
nistered exclusively by the second method: the public authorities 
exercise the property rights devolving from the ownership of shares 
issued by companies under private commercial law. 
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A study of the economic activities exercised by the public authorities 
in Austria shows that there are eight different types of nationalisation 
in a broad sense (this includes nationalisation through the transfer of 
property rights or through simple assimilation): 


(a) The undertakings directly nationalised by the central Govern- 
ment currently include three distinct groups according to their 
organisation and to the policies followed by the central admi- 
nistrative bodies: 

1. Nationalised industry; 
2. The nationalised banks; 


3. The electric utility companies nationalised by the Republic. 


. (b) To these must be added three more groups implicitly natio- 
` nalised by the central Government, either by the indirect transfer 
of property rights or of control powers or by an assimilation 

to the system of direct nationalisation; they are: | 


4, The electric power plants near the frontier which are 
assimilated to the electric utility companies nationalised by 
the central Government; 

5. The indirect nationalisations stemming from: 

-— the industrial security portfolio of the nationalised banks; 
— the holdings of nationalised industrial trusts; 


6. The incidental nationalisations resulting from the transfer 
to the Republic of former German assets by virtue of the 
Peace Treaty. 


(c) Finally, there are two types of direct nationalisations by the 
Länder: 


7. The electric utility companies of the Länder; 


8. The minority interests of the Länder in electric utility com- 
panies nationalised by the central Government, 


Statistical information currently available permits to supply figures 
only for the undertakings directly nationalised by the central Govern- 
ment or by the Länder; it should be added, however, that the figures 
for the latter are not wholly reliable. 


XX. The macro-economic aspect of the Austrian nationalisations 
can be outlined by the following general observations. 


(1) The Austrian nationalisations today account for over 55% of 
the capital issued by the large Austrian companies and for 45% if only 
the direct nationalisations are considered, Nationalisation has there- 
fore severely shaken the major capitalist interests in Austria which were 
dominated by foreigners. 


Moreover, both direct and indirect nationalisations make up seven- 
eighths, and the former alone three-quarters, of all public economic 
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activities conducted through participations; this is a substantial con- 
tribution, 


(2) The wage-earners employed by the directly nationalised under- 
takings only account for 6.8% of the whole Austrian labour force; this 
shows clearly that the country’s traditional activities remain outside 
the sphere of big capitalism and that nationalisation has not, therefore, 
interfered significantly with the traditional fields of activity. 


It may further be mentioned that the staff of the nationalised under- 
takings make up 38% of all labour employed by the economically active 
public sector; however, the labour aspect alone does not fully show up 
the importance of the nationalised industries as the labour intensity in 
banking and electric power production is low. 


(3) Gross National Product presents the most valid yardstick for 
measuring the relative significance of an industry or a sector: direct 
and indirect nationalisations make up about 10% and 3.5% of GNP 
respectively, while the other branches of the public sector account for 
19% and the private sector 67.5%. This shows that the importance of 
nationalisation has remained limited. However, the approximate pro- 
portion of 30% for the public sector as a whole and 70% for the private 
sector is evidence of the mixed structure of Austria’s economy. 


Taking the economic activities of the public sector (without the 
agencies) separately, one finds that the directly nationalised under- 
takings account for half of its gross product. This significant contri- 
bution shows that the directly nationalised companies—and natio- 
nalised industry, in particular—are a cornerstone in Austria’s public 
economic activities; without them, they would be severely curbed. 


(4) The directly nationalised undertakings account for a larger part 
of gross capital expenditures than of GNP: nationally, the figure is 
14% and in terms of public capital expenditures about 60%. 


(5) In terms of commodities produced, the direct nationalisations 
have a monopoly or at least a dominating position in the fields of 
energy (coal, oil, natural gas, electric power), iron and steel (iron ore, 
cast iron, steel and rolled products), some non-ferrous metals (alu- 
minium, copper, zinc, lead), some chemical products (artificial fertilizer) 
and river transport. These are mainly basic products or services. 

The situation is different for some of the manufacturing industries 
-—mainly metal construction and electrical equipment— where the public 
undertakings compete with private companies. At first sight, the same 
is true for banking. ` 


XXI. It has proved very difficult to make an economic analysis of 
nationalised industry. The integration in 1955/56 of the companies 
formerly under Soviet administration has made a statistical analysis 
of the whole sector and a comparison with Austrian industry as a 
whole impossible as, since that time, production and productivity 
indices have lost their meaning. A further complication has been the 
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existence of eight sub-branches with a vast assortment of products 
ranging from the basic material to the finished commodity and the use 
of different prices on the domestic and on export markets. 


Two methods of analysis were needed to give any significance to 
the statistica! series. The first is based on the global figures used by 
all industries, i.e. those relating to personnel, capital expenditures and 
their financing, total sales—broken down into domestic and foreign 
sales—, dividends and operating results The second method deals with 
the specific aspects of each industry: structure, production, markets, 
prices. 


The following conclusions can be drawn from the global figures: 


(1) The development of the labour force employed by nationalised 
industry shows that the central Government has followed a carefully 
worked out full-employment policy. Adjusting for the reconstruction 
period and for the integration in 1955 of the companies formerly under 
Soviet administration, the increase in personnel was 23% from 1951 to 
1961; business cycles had no influence on this development. 


The personnel employed by nationalised industry makes up about 
22% of Austria’s total industrial labour force. At the end of 1955, 
80% of this staff worked in companies under Austrian administration 
and 20% were employed by Soviet administered undertakings. 


(2) Capital expenditures of nationalised industry, although 150% 
higher today than in 1951, tend to undergo wider fluctuations than 
those of the Austrian economy as a whole, Generally speaking, they 
do not exceed the over-all average. With some particularly strong dips 
in 1954 and 1955, capital expenditures of nationalised industry have 
tended, since 1951, to make up some 7 to 8% of total capital expendi- 
tures in Austria. This level appears insufficient and, for the following 
reasons, should be brought up to 10%: 

(a) Capital expenditures of the nationalised sector have stayed at 
their proportional level of 1951 and 1952 (74% and 8% res- 
pectively) in spite of the fact that it was enlarged by the under- 
takings formerly under Soviet administration which were then in 
a very bad financial state. In terms of labour employed—the 
only criterion available—these undertakings accounted for 20% 
of the nationalised industries. 

(b) The investment requirements of the nationalised basic industries 
are particularly high and probably need more capital than the 
rest of the Austrian economy. 

(c) A detailed examination of the investments made has shown that, 
perhaps with the exception of oil, the most favoured industries 
have measured up to the European average while capital expen- 
ditures in the industries with a low self-financing capacity have 
remained below that average. 


From 1945 to 1960, the nationalised industries’ total capital expen- 
ditures at constant prices can be broken down as follows into five-year 
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periods: from 1945 to 1950—20%; from 1951 to 1955—26%; from 1956 
to 1960—54%. This rough breakdown does not, however, take into 
account the increase in investment needs caused by the growth of natio- 
nalised industry, nor does it adjust for the differences in management 
principles resulting from the changes in the central administration. To 
make up for this, we have computed the annual average of capital 
expenditures at constant prices per person employed for coherent admi- 
nistration periods. These figures are: 12,536 schillings from 1951 to 
1955 (Waldbrunner administration), 17,690 schillings for 1957 to 1958 
(IBV administration) and 20,518 schillings from 1960 to 1961 (Pitter- 
mann administration). 

From 1945 to 1961, the nationalised industries’ total capital expen- 
ditures at constant prices were financed as follows: Marshall and other 
aid 20%; central Government subsidies 5%; internally generated funds 
and loans 75%. Despite the apparently small proportion of ERP aid 
which, in practice, was in force only from 1949 to 1953, this aid was 
a decisive factor for starting up the operations of nationalised industry; 
due to its large share of basic industries it received as much aid as 
all the private companies. 

During the 1956-1961 period, self-financing took significant propor- 
tions: upwards of 90% of capita! expenditures were regularly financed 
in this manner. This means in practice that nationalised industry must 
be self-sufficient and live mainly on its profits from the export markets. 
The investment fund, ìn spite of its undeniable advantages (better 
selection of capital expenditures, central planning, solidarity of the 
nationalised undertakings), has remained practically inoperative as a 
result of its unrealistically low resources and its limited powers. It may 
further be added that nationalised industry re-invests about 10% of 
its sales figure. 


(3) Total sales of nationalised industry, while reacting more sharply 
to the business cycles than the average, have grown at about the same 
pace as those of Austrian indutsry as a whole. From 1956 to 1961 they 
made up about 23 to 25% of Austria’s total industrial sales, 


Sales can be broken down into domestic and foreign sales. Since 
1956, exports by nationalised industry have accounted for more than 
one-third of its total sales. Export sales have shown cyclical fluctua- 
tions while domestic sales have developed more steadily. This is mainly 
due to prices which are controlled and therefore steady in Austria but 
which follow the world price movements on the export markets. 


A comparison of sales in Austria’s nationalised industry and the 
corresponding private industries gives an indication as to the fields 
where these two sectors are in competition; they are: non-ferrous 
metals, electrical equipment, metallurgy and the chemical industry. 


(4) Nationalised industry’s greatest success were exports: from 1951 
to 1961 they increased more rapidly than those of Austrian industry 
as a whole; currently, they are over 100 points ahead. Today, they 
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account for 27 to 28% of all Austrian exports, a significant proportion 
if it is remembered that nationalised industry only makes up 7 to 8% 
of gross capital expenditures in Austria. Since 1957, iron and steel 
exports by nationalised undertakings have drawn ahead of the tradi- 
tional Austrian export leaders: textiles and timber. 


National industry’s high rate of exports can be explained as follows: 


L When the export industries were originally created (by the 
Germans), they were planned for larger geographical outlets 
than they actually -have; 

2. Post-war capital expenditures (Marshall Plan) and demand for 
raw materials on the European market have favoured the re- 
construction—sometime on an even larger scale—of the original 
production capacities; 

3. Both the central administration and the company managements 
have been attracted: by export markets which generally yield 
higher profiits and permit them to cover the losses sustained 
through domestic price control. e 


In past years, 37% of nationalised industry’s exports were sold in 
the Common Market countries, 27% behind the iron curtain, 22% in 
the developing countries and only 15% in the EFTA countries to which 
Austria belongs. Nationalised industry thus stands between two blocs: 
the E.E.C. and COMECON. There is a difference, however; the basic 
products of the iron and steel industry and of the non-ferrous metal 
industry are mainly sold in the Common Market countries while the 
communist bloc is a customer for finished products (building materials 
and electrical equipment). Generally speaking, the terms of trade are 
extremely favourable for nationalised industry: exports make up about 
175% of the value of imported goods. 


(5) The delays in drawing up the most recent balance sheets have 
made it extremely difficult the get an idea of the dividend policy. How- 
ever, it can be stated that: 


1. Each year and under each successive administration higher divi- 
-= dends have been paid by the companies; 

2. Dividends paid by the undertakings have been higher than the 
subsidies paid by the central Government. 


(6) The operating statements, which are generally incomplete and 
not fully reliable, show that from 1958 to 1960 twelve out of about 
thirty undertakings worked at a loss. However, the earnings of the 
profitable companies were higher than the losses of the unprofitable 
ones. As nationalised industry has established no system of com- 
pensating the deficits of companies by the profits of others, the pro- 
fitable undertakings have regularly paid substantial dividends to the 
Republic. However, in order to assess the earning power of nationalised 
industry, it is not sufficient to look at the operating accounts: a better 
yardstick is the internal generation of funds which for nationalised 
industry has reached 10% of total sales. 
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XXII. The following table gives a breakdown of the different acti- 
vities in which nationalised industry is engaged. It shows that coal 


RELATIVE IMPORTANCE OF THE NATIONALISED INDUSTRIES 


Labour Capital | Exports as 

Industries in the order Sales force expenditures Sales % of sales 

of their sales in 1961 in SCH in SC uni . FR 
1. Iron and Steel ........ 53.2 47.3 49.0 51.0 49,5 
2. Oil and Natural Gas .. 13.1 7.0 29.0 14.0 2.91 
3. Electrical Equipment .. 10.1 15.0 4.1 9.9 17.1 
4. Non-ferrous Metals ... 6.7 6.1 40 6.8 39.4 
5. Chemical Industry .... 6.0 4.3 5.1 5.6 51,33 
6. Metallurgy ........... 5.1 8.2 _ 3.0 5.65 38.7 
7. Coal Mining .......... 4,7 9.7 4,9 5.7 0.76 
8. River Transport ...... 1.2 2.5 1.5 1.35 — 

Totals for Nationalised 

Industry ns. 100.0 100.0 100.0 100.0 33.5 


mining, oil and metallurgy—not counting the iron and steel industry— 
have registered proportional losses. By contrast, the iron and steel 
industry and the electrical equipment manufacturers have proved 
dynamic and have expanded despite some recent difficulties attributable 
to cyclical influences. Finally, it should once more be pointed out that 
in all respects the iron and steel industry accounts for half of natio- 
nalised industry, the other seven industries following far behind. 


XXIII. Due to their variety, the structural aspects, the different 
types of production as well as pricing and marketing policies had to 
be analysed separately for each industry. 

Today, the iron and steel industry and coal mining show a parti- 
cularly high degree of concentration and integration; indeed, they have 
practically merged. The oil and natural gas industries depend on a 
single undertaking: the ÒMV. The nationalised chemical industry and 
Danubian river transport are each represented by a single company: 
Stickstoffwerke and DDSG respectively. Some dispersion is still 
noticeable in the non-ferrous metal industry—although even here the 
aluminium industry has already been integrated—in the electrical 
equipment industry and mainly in the field of metallurgy. 


‘Generally speaking, the iron and steel industry, the coal mines, the 
chemical industry and river transport follow a policy of low or 
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controlled prices on the domestic market. The non-standardised pro- 
duction of the electrical equipment industry makes it impossible to 
determine their price policy, but it can safely be called moderate. For 
some basic products such as crude oil and fuel oil, the oil industry 
has tended to adopt world market prices in order to be able to provide 
for its capital expenditures and to favour agreements with foreign oil 
companies in Austria. However, refining and natural gas sales are 
made at particularly low prices. Non-ferrous metal producers were 
able to maintain fairly low prices until the moment when world market 
prices came down; since 1956, they had to follow the world market 
trends and, due to their unfavourable operating conditions, were thus 
placed in a sub-marginal position. Only the aluminium companies have 
partly escaped this development and can still continue to supply the 
domestic market on favourable terms. Summing up, it can be said 
that, as far as possible, the nationalised undertakings practise a 
genuine service economy on the domestic market; this is a result of 
the action taken by the central administrative authorities which are 
strongly supported by the Joint Price and Wages Commission. 


On the international markets, the major exporting industries—iron 
and steel, the chemical industry, non-ferrous metal producers and, to 
a smaller extent, the metallurgical and the electrical equipment indus- 
tries—have adopted world market prices. 


The general price policy of nationalised industry involves certain 
problems. When international business is good, the export companies 
are in a position to offset the sacrifices sustained on the domestic 
market by their profits from foreign sales and thus to finances their 
capital expenditure requirements. These companies—unlike those con- 
centrating on the domestic market—have the privilege of generating 
funds internally. However, when international business is depressed or 
stagnant, they may also have financing difficulties and be compelled to 
apply for domestic price increases, 


XXIV. It is important to note that the nationalised iron and steel 
industry has proved extremely dynamic and has been the principal 
stimulus for industrial expansion in Austria. Its production capacities 
have increased considerably, and particularly so since the LD process 
has been invented at Linz; this process has revolutionised the industry 
on a world-wide scale and has enabled the Austrian companies to 
conquer world markets with high-grade steels. For the time being, the 
Austrian iron and steel industry has stuck to heavy and semi-finished 
products half of which are exported, mainly to the Common Market 
countries. The impressive increase in production capacity has made 
the industry more strongly. dependent on foreign raw materials and has 
made its production and its general position more sensitive to the world 
business situation—all the more so, since the industry is located in the 
heart of Europe. These temporary cyclical difficulties, which apply to 
the iron and steel industry in the whole world, tend to be exaggerated 
in Austria. Nevertheless, in order to attenuate this dependence on the 
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business situation of western Europe and the influence of steadily rising 
competition on these markets, new solutions should be sought for 
Austrian exports; they might be channelled again towards their tradi- 
tional markets in south-eastern Europe and a switch into finished or 
metallurgical products—already attempted by VOEST, together with 
Alpine the largest Austrian steel company—might be envisaged. More- 
over, in spite of the disadvantages of over-concentration, the current 
co-ordination and financing difficulties might make an integration of 
the unprofitable metallurgical industry desirable. 


As in all other European countries, the coal mines have been gravely 
affected by the substitution of oil and gas products for coal and more 
recently by the competition of foreign coal. The problems in this field 
have been largely resolved by negative rationalisation and by the inte- 
gration of mines into profitable, iron and steel companies. The thorny 
social problem has been resolved in an exemplary manner by the 
gradual reintegration of 3,000 to 4,000 workers who were mainly 
employed by the iron and steel industry. None the less, the impressive 
development of.the coal mines from the time of their nationalisation in 
1946 until 1957 has considerably helped the country to overcome the 
nost-war energy shortage at low prices, and this indirect subsidy to 
the Austrian economy has been an invaluable help. 


Since the oil industry was restored to Austria in 1955, production 
has been on the decline, mainly because the ‘reserves discovered have 
been exhausted, but to some extent also because of a more profitable 
use of the natural gas resources which were used by the Russians for 
pressing the oil up to the surface. The powerful ÖMV: has taken a 
realistic attitude by constructing an ultra-modern refinery of dimensions 
which will stand up to the needs ahead and give Austria a clear 
advantage in a fairly near future. 


With the exception of the aluminium companies, the non-ferrous 
metal industry has become marginal as a result of the drop of world 
market prices and, has since had to operate with subsidies. The policy 
of these undertakings, which are most jealous of their autonomy, is 
open to criticism. They follow an undefendable export policy and have 
so far successfully resisted the integration and re-organisation projects 
of the central Government whose scattered powers have already been 
remarked upon. 


The profitable and rapidly expanding aluminium companies, which 
had to pay for the cost of improving the operations of the ill-equipped 
and badly organised metallurgical undertakings of USIA, have main- 
tained their standards despite the handicap of having to import their 
raw materials and of having no electrical power plant of their own. 
None the less, at times the Aluminiumwerke concern has proved less 
dynamic than a competing private firm which, however, has not had 
the same difficulties and which did not have to keep its prices low on 
the domestic market. This points to the need for a greater diversi- 
fication of both production and markets and for a better co-ordination 
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with the manufacturing companies of the nationalised aluminium 
industry. 


In the chemical industry Stickstoffwerke, which was built by the 
Germans during the Anschluss period, has considerably increased its 
output of artificial fertiliser and—with the help of subsidised prices — 
has thus rendered invaluable service to Austrian agriculture; before the 
war, this branch had consumed ridiculously small quantities of fertiliser. 
Stickstoffwerke exports a significant proportion of its output; its 
markets are mainly located overseas where competition is on an 
increase. To fight this, the industry has already considerably diversified 
its production and has achieved a better distribution of its export 
markets; it has also acquired a 40% interest in a new petro-chemical 
company. 

The metallurgical companies, most of which have sprung from the 
USIA concern, have not yet managed to overcome all of the difficulties 
arising from the need for operational improvement and re-adaptation. 
This industry, which holds great promise for the future, remains 
stagnant and exports continue to be directed towards the countries of 
the East. The only way to boost this inert branch would be a substan- 
tial injection of investment capital by the central Government and a 
far-reaching re-organisation in co-ordination with the projects of the 
iron and steel industry. So far, the sporadic and restricted action taken 
by the central authorities has proved inadequate, altough the problem 
has existed for five -years now. 


Despite its limited resources, the electrical equipment industry has 
expanded constantly, even though the business situation was tempo- 
rarily unfavourable for heavy equipment which is their main line. This 
industry has no major difficulties except for the problem, common to 
all nationalised industries, of insufficient capital expenditures and 
inadequate co-ordination of production programmes. It may be added 
that exports are also largely channelled towards the East. 


Finally, the Danubian river transport company BDSG, after having 
suffered very heavily from the Soviet occupation through the confiscation 
of most of its buildings and installations as well as through the 
obstacles raised to Danubian river transport, has succeeded in re- 
establishing an important position in international navigation on the 
Danube. Although the company has registered a slight slow-down in 
past years, its recent new capital expenditures point to an improvement 
of its services. 

These are the principal characteristics and problems resulting from 
an analysis of the different activities in which nationalised industry is 
engaged. They all make a case for an increase in the powers of co- 
ordination of the central administrative authorities or institutions, for 
the creation of an elastic planning system corresponding to the require- 
ments of international markets and for the establishment of an auto- 
nomous financing body for nationalised industry with greater powers : 
than those of the existing investment fund. 
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However, despite all these problems—which have been stressed 
intentionally in order to point out the remedies—it should be particularly 
emphasised that nationalised industry has experienced a most im- 
pressive development. According to estimates made by Professor 
Nemschak, “its growth has even been stronger than that of Austrian 
industry as a whole (179% from 1949 to 1961 as compared with 
156%)”. 2 


XXV. Although the electric utility undertakings are almost entirely 
in the hands of the public sector, the economic analysis of the national- 
ised companies is complicated by the relatively large number of 
administrative systems which have continued to exist in spite of nation- 
alisation. There are the following five types of undertakings: 


(1) The strongly centralised Government production companies; 

(2) The independent production and distribution companies of each 
of the nine Ldnder; 

(3) Some independent municipal companies; 


(4) A large number of very small rural and private companies whose 
production and distribution capacity is, on the whole, insignificant ; 


(5) The plants supplying power for and owned by industrial com- 
panies and the railway system, over half of which belong to the public 
sector. 


The main result of nationalisation in this field has been the trans- 
formation of a mixed-economy system into a public-economy system 
and the establishment of a federative type of administration in which 
responsibility is shared out between regional public authorities with 
the result that conflicts of interests have arisen. 


At the origin of these conflicts is mainly the impressive development 
of the State-owned utility companies since their nationalisation. While, 
in 1948, the central Government was only responsible for 28% of total 
electric power production in Austria and the Länder for 35%, the pro- 
portion in 1961, when output had trebled, was reversed to 50% and 
26% respectively. Self-supplying companies including the railways 
accounted for 19% of production in 1961 and municipal, rural and 
private undertakings for the remaining 5%, an indication of their 
limited importance. 

It is significant that since 1937 Austrian output of electric power 
has increased nearly sixfold. This amazing development is mainly 
due to the use of the large hydro-electric power resources which were 
first opened up by the Germans during the war and finished or 


2 NEMSCHAK: Der Ruf nach einem Gesamtkonzept der österreichischen Wirtschafts- 
politik, Oesterreichisches Institut für Wirtschaftsforschung, Vienna, 1962, p. 25. It 
should be pointed out, however, that according to Professor Nemschak nationalised 
industry has entered into a phase of stagnation since 1961. In spite of the difficulties 
shown up in the report, we do not share this pessimistic view which is based on very 
short-term factors. 
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extended later on by the nationalised utility undertakings of the central 
Government. The significant role of the latter in post-war development 
of electric power output is illustrated by the fact that it provided 
64% or about two-thirds of (e significant capital expenditures made 
from 1947 to 1961 (32 billion schillings in 1961 currency). 


Contrary to nationalised industry whose capital requirements are 
almost entirely self-financed, the nationalised electric utility undertak- 
ings of both the central Government and the Länder have raised three- 
quarters of their funds through debt-financing. This policy has caused 
much criticism — mainly as far as the companies owned by the central 
Government are concerned — since interest charges and sinking-fund 
requirements constantiy increase production costs while prices have 
remained almost unchanged. There is a second difference compared 
to nationalised industry: the Republic has contractually agreed to 
lend its help directly (through capital grants) or indirectly (through 
its guarantee of loans). This shows that the representatives of the 
nation are fully prepared to develop the nationalised electric utility 
undertakings without demanding in exchange de-nationalisation through 
the issue of shares as is the case for nationalised industry. 


Over half of total capital expenditures made by Austria’s national- 
ised electric utility industry were channelled into thirteen hydro-electric 
projects of the central Government out of a total of 49 major projects 
launched by the industry as a whole. Seventy-one per cent. of the added 
capacity of all these projects (plants) belong to the central Government 
another sign of its dynamic action. 


The main problem for the nationalised electric utility industry is 
the financing of its future expansion. It is estimanted that during 
the next ten years electric power consumption will double; this would 
require annual capital expenditures of 3 to 4 billion schillings, 2 
billion of which would be needed by the State-owned undertakings. 
The consequence will be an extended action by the public authorities 
— particularly by the central Government — and a revision of the loan, 
price and rate policy. 


Indeed, their electric rates are among the lowest in Austria and, 
according to Austrian statistics even among the lowest in Europe. 
While the cost-of-living index (1938 base = 100) stood at 791,9 in 
1961 and the industrial wholesale price index (which is essential for 
the cost of new construction) at 1,088, the average rate per kWh had 
only reached 237. These low rates, which are determined by the 
‘national interest and take into account the interests of producers, 
distributors and consumers, do not seem to meet fully the cost of 
electric power production, given the need for its expansion. This is 
why in Austria it is frequentiy considered a miracle that the electric 
utility undertakings have been able to continue thier SE and 
to sustain such a fast rate of development. 


NATIONALISATIONS IN AUSTRIA 139 


Under these circumstances it is not surprising that the electric 
utility companies — with the exception of some undertakings operated 
by the Länder — have not realised any profits and that the Republic 
has foregone any dividend requirement. 


Another difficult problem arises from the disagreement between the 
undertakings of the central Government and of the Länder. Not only 
do they fail to co-ordinate their capital expenditures, but the Länder 
also show great reluctance in purchasing their supplies from the 
State-owned companies with the result that the latter sell more and 
more to the large industrial consumers and that they export about one- 
fifth of their production. However, these exports at least permit the 
companies owned by the central Government to pay their debts from 
the loans contracted in the neighbouring countries (Switzerland, Federal 
Republic of Germany). It further appears that the particularist policy 
of the Länder prevents certain Government-owned plants to work at 
full capacity. 


However, for several years negotiations between the various opposed 
authorities have been conducted with a view to resolving their problems 
through a concerted policy; an early sucessful conclusion appears 
desirable. 


In their choice of construction and of the use of their power plants, 
the central authorities have temporarily given priority to thermic plants 
in order to provide markets for their coal mines which are having 
difficulties, and to benefit from the lower cost of oil and natural gas 
products. 

So far, only about 30% of Austria’s hydraulic power resources have 
been used, and vast possibilities therefore still exist for the future. 
The construction costs of hydro-electric power stations involve certain 
difficulties over the medium term (life of a loan); however, in our 
opinion these problems disappear once a longer-term view is adopted; 
but this is a controversia! question. 


XXVI. A glance at the development of basic energy in Austria from 
1937 to 1961—which has been almost entirely nationalised—on the 
whole shows an extremely satisfactory picture. The nationalised under- 
takings have made a substantial effort to meet Austrian consumption 
which has trebled since 1937. The fact that, in absolute terms, the 
energy deficit has not increased since that time is proof of their 
success; in relative terms, the deficit even went down from 43% in 
1937 to 19.5% in 1961. 


Moreover, in 1961 the level of basic energy production was four 
times higher than in 1937: 1.6 times for coal, 4.9 times for hydraulic 
energy and 7.2 times for oil. Natural gas, which was not yet available 
in 1937, now accounts for 13.3% of total basic energy production. 


3 This means the following ratio: Consumption—Production. 


Consumption 
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This must be called a very favourable result when taking into 
account the difficulties encountered by the coal mines and the decline 
in oil output. 

XXVII. A study of the nationalised banks and of the writings 
published about them leads to the conclusion that their administration 
is similar to that of the British public undertakings such as the Port 
of London Authority; of them, Professor Bernard Lavergne said that 
they were “entrusted to men”. This means that the nationalised banks, 
the two main of which have been de-nationalised to the extent of 
40% of their capital and of 14% of their voting power, do not conform 
to the usual characteristics of nationalisation. Many examples show 
that their managers have considerable powers with the result that they 
can follow their own policy which is almost free from the intervention 
of the central administrative authority, the Ministry of Finance. A 
very typical proof of this is the fact that there is no over-all report 
for the sector as a whole—as in the case of nationalised industry 
and of electric utilities—and that information can only be obtained by 
examining the banks’ summary balance sheets and their accompanying 
reports. 

Historically, nationalisation had the advantage of eliminating foreign 
control over the banks and their industrial and commercial holdings. 
At the same time, nationalisation has re-established a situation of 
ownership which, for Creditanstalt-Bankverein and for Credit-Institut, 
had already existed before the Anschluss. 


The general regulations on the Austrian credit institutions are in 
many ways similar to the rules and practices governing State inter- 
vention in Austrian industry. Interest rates, in particular, are officially 
fixed by agreements between the representatives of the different interes- 
ted groups. These practices make it possible to adapt the policies 
of the banks to the general interest but leave them their freedom in 
their relations with the companies they control. 

In their own field, the three nationalised banks hold a very strong 
position amongst the Austrian credit institutions: they undertake 
about a quarter of the major credit operations in Austria and account 
for 70 to 80% of Austrian banking, not counting the 10% of the 
remainder they control. 

Since on 1 January 1955, their balance sheets were first established 
according to the new system, the three nationalised banks as a whole 
have doubled their activities in seven years, which is a considerable 
progress. 

Their status of “mixed” or “universal” banks has allowed them 
to acquire significant participations in large Austrian commercial or 
industrial companies. Due to the limited information available, their 
control over these companies can only be vaguely estimated. 


Creditanstalt, the largest Austrian bank, manages the most important 
investment portfolio held by any Austrian undertaking and engages 
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in commercial and mortgage credit, It is considered by many pre- 
dominantly an investmnent bank, since it has made great efforts to 
improve and to consolidate the situation of its permanent participations 
by granting them exceptionally favourable terms; in this field it 
therefore plays the same role as a private holding company. In its 
other fields of activity, Creditanstalt has adopted a conservative policy 
and has applied the conditions provided for by the general agreements. 


Länderbank, Austria’s second largest bank which also holds a sig- 
nificant investment portfolio, is considered mainly a commercial bank. 
It appears to be the most aggressive bank. Länderbank grants certain 
favours to the nationalised industrial undertakings. 


Credit-Institut, which is much smaller than the two other banks 
and has not been affected by partial de-nationalisation, is essentially 
a mortgage bank. 


In every respect, the nationalised banks could be an important in- 
strument of economic policy if their statute were changed accordingly 
and if the central administrative authorities would decide to use it 
to that purpose. For the time being, they look after their own interest 
and thus resemble private companies. 


XXVII, Our study of the aspects of nationalisation in Austria 
has mainly extended to the situation of the workers, to management 
problems and to social attitudes. 


To start with, we have found that Austrian nationalisation has not 
brought any fundamental reforms in the fields of economic democracy 
and joint management with the workers, mainly because the latter are 
not yet sufficiently prepared to fulfil the tasks resulting from such 
reforms. Furthermore, the party system and the endeavour to maintain 
at all costs the political balance in the managing bodies of the com- 
panies have tended to compromise the voting right of the workers’ 
representatives, two of which are legally required to sit on all boards 
of directors of both private and public undertakings. 


Although on this important point the Austrian nationalisations do 
not differ fundamentally from the private sector in Austria, nor even 
from the experiences of other countries where economic democracy 
has remained rather theoretical, the Austrian politicians and trade 
unions are fully aware of the problem and are endeavouring to resolve 
it gradually as opportunities arise. 


The responsible — socialist — authorities have therefore tried to 
bring about joint management and participation of the workers em- 
ployed by the nationalised undertakings through secondary measures 
and preparatory institutions. 


Through the Consultative Social Council, the labour representatives 
are thus in a position to voice their opinion on any social question 
by which they are directly concerned. Their recommendations have 
generally been supported by the central administrative authorities and 
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followed by the company managements so that the social questions of 
the nationalised undertakings have been resolved in an exemplary 
manner, 


The second recent reform, which consists in the payment of an 
annual “social dividend” to the workers employed by nationalised 
industry has justly stirred up argument. It has met with the opposition 
of both the private sector—-which fears that it will have to extend the 
same advantages to its own workers — and of some trade union circles 
— which are anxious not to disturb nationalised industry’s solidary 
wage policy, even if it were only for a short time. The originators 
of the “social dividend”, however, consider it a completely new 
experience which might spread from the nationalised sector to the 
whole economy. It also offers an alternative to the utopian idea of 
making all workers shareholders. 


With the exception of this recent experience of a “social dividend” 
which corresponds roughly to the payment of wages for an extra 
month, the wage policy of the nationalised undertakings is basically 
the same as in the other fields of economy. Nevertheless, through the 
nature of their work and as a result of the fringe benefits they receive 
the workers employed by nationalised undertakings seem to have a 
slight edge over labour employed by private companies. 


The nationalised sector has generally resolved its problems of social 
policy as best it could. A case in point was the old-age pension 
system instituted before any legislation had been passed and which 
improved upon the system in force. The same is true for housing 
policy where the Government and the nationalised companies have 
made considerable efforts to lodge the workers decently and 
inexpensively. Further points to which the authorities and the un- 
dertakings have devoted their attention are the training of young 
workers, safety, questions of medicine and hygiéne, and recreation. A 
study of social security in nationalised undertakings shows that its 
level is higher than required by Austrian legislation and better than in 
foreign model undertakings. 


One of the most typical features of the nationalised sector is its 
employment policy; the objective of full employment as a contribution 
to a stable Jabour situation in Austria was in fact, oné of the major 
official aims of nationalisation in 1946. Through a cautious recruiting 
policy, the nationalised undertakings have been able to maintain an 
impressively stable employment level despite the fact that they suffered 
very much from the crisis in coal mining and from the exceptional 
difficulties raised by the integration of the companies formerly under 
Soviet administration into the Austrian production circuit. The need 
for closing down coal mines did not result in wholesale discharges 
of personnel but in their gradual integration into other economic 
branches. At the same time, the nationalised undertakings took charge 
of the Soviet administered companies in eastern Austria which were 
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able to pursue their — unintegrated — activities despite economic and 
financial disadvantages and inadequate financial help by the Govern- 
ment. If purely economic criteria had been applied, a part of their 
activities and, consequently, of their personriel would have been aban- 
doned, and this in a region which through the Soviet occupation, had 
remained economically backward. However, the central administration 
of the nationalised sector on the contrary did everything in its power 
to give their jobs back to the people who had been discharged by the 
Soviet authorities for political reasons and none the less to keep on 
most of the people who had shown communist sympathies. 

Social conflicts, which used to be very frequent and bitter in some 
of the major companies now nationalised, are now practically non- 
existent. Unlike in France and the United Kingdom, the Austrian 
nationalised undertakings have only witnessed one important strike 
since their nationalisation; this was the strike of the metallurgical wor- 
kers which was settled within three days. The absence of social unrest 
in the nationalised basic industries, which was maintained in spite of 
communist agitation, has contributed a great deal to the country’s 
unity and independence (contrary to the situation in Czechoslovakia) 
and is one of the best proofs that nationalisation has been successful 
in the field of human relations. 

The powerful single trade union has shown much sense and realism 
in enforcing a meticulous observation of the workers’ obligations and 
of working conditions in the nationalised sector; it has fought for the 
progressive introduction of joint management, of economic democracy 
and of a true public and co-operative economy system. In accordance 
with their realistic viewpoint, the Austrian trade union leaders—unlike 
their counterparts in many other countries—are currently trying to 
introduce economic democracy at the highest—the national—level, 
before starting on the individual undertakings. 

While there is some criticism on individual questions, the represen- 
tatives of the workers have, on the whole, expressed satisfaction about 
the human and social climate in the undertakings and have stated that 
the workers are generally aware of the advantages and possibilities 
-— limited though they are — which nationalisation offers them. 


XXIX. A management study of nationalised Austrian undertakings 
has shown that their problems are similar to those experienced by 
private and public companies in other countries. They stem from the 
general accumulation of the power wielded by the managers. There 
should be no mistake: these problems are particularly acute for the 
nationalised undertakings since their objectives are social, and comprise 
mainly the aims of economic democracy and of joint management. To 
a large extent, these problems could be resolved through giving the 
central authorities greater powers and through laying down rules which 
provide the companies and their managers with well-defined objectives. 

In the context of the political nature of appointments, the Austrian 
socialist party — contrary to the ÖVP party— has tried to unite its 
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management specialists in associations which have the aim of accord- 
ing their views with the interests of the working class, 

Finally, it seems that the executive staff of the Austrian nationalised 
undertakings is much less well remunerated than their counterparts in 
private companies. However, this has had no influence on the quality 
of management. 


XXX. An ideological conflict of interest between the public and 
the private sector has been created artificially by the representatives of 
private enterprise who hold a leading position in the Chamber of 
Commerce and of Industry, a major public organisation. The com- 
pulsory affiliation of the two sectors to the Chamber is not devoid of 
problems, since their representatives and their press, which form an 
important pressure group in Austrian politics, fail to understand the 
specific interests and obligations of the nationalised undertakings and 
have launched attacks against the nationalised sector. However, 
since economically and socially speaking — there is no fundamental 
antagonism between the public and the private sector — on the contrary, 
they complement each other to the advantage of the latter (price 
policy) — the whole economy would benefit from their findng a 
modus vivendi which would leave ideological differences aside. 


XXXI. It seems, finally, that the general public has become aware 

of the nationalisations which have not been unfavourably received. 
ek 

The following summary conclusions can be drawn for the Austrian 
nationalisations: politically and legally they have passed through 
periods on instability, and they still have not found their final system. 
A successful conclusion of the recent attempts to give them a lasting 
status is therefore desirable. 

Economically speaking, the Austrian nationalisations have been a 
definite success, despite certain temporary difficulties in specific cases. 

However, on the social plane they have only made very moderate 
headway when compared to the private sector. But the social problem 
cannot be completely isolated from the general context which goes 
beyond the nationalised sector. 


B. AUSTRIA: A CASE STUDY WITHIN THE FRAMEWORK OF 
THE DISCUSSIONS ON THE PRINCIPLES OF NATIONALISATION. ` 


In the following outline, we shall deal with some questions of 
principle, each of which is or may become controversial. As a matter 
of fact, none of these questions can be solved through a final scientific 
answer since, in the subject field, this would imply a value judgment. 
Our opinion is therefore exposed purely. as a point of philosophy | in 
the connotation given to it by Gaetan Pirou. 
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1. Does Nationalisation — and Austrian Nationalisation, în Particular, — 
Constitute a Threat to Freedom? 


The fundamental— and by far the most important — question is 
to find out whether nationalisation actually threatens freedom. In a 
previous article! it has been pointed out that freedom is necessarily 
a relative concept. To find a valid axiom for freedom, we should have 
to stray into the field of philosophy and of ethics. But this is not 
our ambition, and the following general considerations must therefore 
suffice: 


(a) Nationalisation or public ownership are not in themselves a 
threat to freedom; this threat is found in a more general phenomenon: 
industrialisation. ? 


(b) Once again, not nationalisation, but imperious and integral 
planning or a corporative system pushed to an extreme are apt to 
threaten the freedom of the majority of citizens. 


(c) Nationalisation in a fundamentally democratic system and, 
moreover controlled by the people, constitutes a smaller threat to the 
freedom of the citizens than the concentration of all economic decisions 
within the hands of a few men or private institutions using the pretext 
of freedom to exercise their power arbitarily. Many examples for this 
are provided by the different forms of concentration throughout the 
world, 


To sum up, it is necessary from the start to do away with a 
number of confused ideas which attribute dangers and threats to what 
are merely concomitant phenomena of nationalisation (advanced in- 
dustrialisation, more or less authoritative planning, economic and 
financial concentration). 


In any case, no right-minded person would pretend that the nation- 
alisations in France, the United Kingdom or Austria — all countries 
with a democratic regime — have infringed upon the freedom of the 
majority of the citizens in these countries. 


It is, of course, important to distinguish between the freedom of 
the people at large as described above and that of the entrepreneurs. 


It should be noted from the outset that, in the highly concentrated 
industries which have been nationalised, the:latter can only apply to a 


+ 


1 E. LANGER, The Dangers of Denationalisation to Freedom, Securtiy and Welfare 
in Annals of Collective Economy, January- March 1961, pp. 29 to 32. 

2 Although Walter EUCKEN, in one of his latest ‘works, insists especially on the 
dangers of advanced collectivism and of dictatorial planning-—-a fact that is to be 
explained as a reaction against the dictatorships of central and eastern Europe — it 
should be remembered that his discussion of “freedom and power” is introduced as 
follows: “The spirit of freedom contributed to the birth of industrialisation which, 
in turn, has become a Severe threat to freedom. The origins of industrialisation were 
accompanied by the idea of freedom; today, this idea is endangered more than ever 
before.” (HUCKEN, Grundsätze der Wirtschaftspolitik, Rowohlt, Munich, 1960. p. 122.) 


4 
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very small number of people, since only a very few are still in a 
position today to acquire the number of shares necessary for acting as 
entrepreneurs in these industries. 8 


In the case of Austria, a few specific observations are of interest: 


(1) When nationalisation was enacted, it provided a remedy against 
the chaotic atmosphere and the uncertain situation of ownership then 
in existence; they were a result of the take-over of the principal 
Austrian industries by German public and private enterprise which had 
resorted to doubtful devices and taken advantage of the political 
situation. 

(2) The ownership rights of the Austrian citizens — which were 
frequently minority interests — have been duly indemnified; this has 
enabled the beneficiaries who wished to become entrepreneurs in their 
own right, to invest the funds received in undertakings corresponding 
to their resources. ) 

(3) Austrian nationalisation extends to the industries requiring large 
capital funds which had previously been controlled by foreign or 
anonymous interests; however, the Austrian corporate structure shows 
that private enterprise was mainly focused on medium-sized and small 
undertakings. It can therefore be conciuded that nationalisation in 
Austria has not seriousiy infringed upon private initiative, i.e. on the 
small entrepreneur. | 

(4) It might be argued that the existing concentration and the de- 
velopment of certain nationalised industries prevent private enterprise 
from entering into these fields (e.g. the iron and steel industry). 
However, it should be remembered that some of the Austrian nationalis- 
ations are not meant to be monopolies. It has been pointed out that, in 
spite of the strong initial concentration of the nationalised aluminium 
industry, a private company has been able to expand considerably. 
Therefore whenever nationalisation only applies to part of an industry, 
private enterprise is not generally excluded; this is true, in particluar, 
for the electrical equipment and the metallurgical industries. 

(5) Austrian nationalisation has not fundamentally changed the 
competitive system in that country, since at all times and under any 
government many features of competition have been lacking. 

(6) Given the fact that the powers of the central administrative 
authorities are becoming more and more limited, it might be argued that 
the substantial powers wielded by the managements of the nationalised 
undertakings constitute a danger for freedom. But it must be repeated 
that the increase in the power of management is a general phenomenon 


8 In this context, the reader is referred to the list of the fundamental liberties 
of the citizens drawn up by Sir William Beveridge. For our purposes, the following 
passage may suffice: “Whether private ownership of means of production to be operated 
by others is a good economic device or not, it must be judged as a device. It is not 
an essential citizen liberty in Britain, because it is not and never has been enjoyed 
by more than a very small proportion of the British people.” (BEVERIDGE, W., Full 
Employment in a Free Society.) 
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which is common to both the public and the private sector and is not, 
therefore, typical of nationalisation. Moreover, the powers wielded by 
the managers of nationalised undertakings — although curbed fairly 
little by the central administrative authorities — are at least held in 
check by the political opposition and by the Court of Finances. These 
influences are not operative in private management. 


(7) Professor Alexander Mahr of Vienna has drawn attention to 
the danger “that the transfer of all company ownership to the State 
gives the latter a monopoly of employment”.* He has justified and 
explained his statement as follows: “In many countries, the employ- 
ment policy of public undertakings does not offer a very encouraging 
experience. The decisive role played by the candidates’ political qua- 
lifications and by the fact they must be members of one of the governng 
political parties is only tolerable as long as the jobs offered by the 
central or local governments make up merely a small proportion of all 
employment possibilities; in this case, the candidates discriminated 
against for political reasons can still find a job with a private company 
or set up a business of their own.” 5 


It should be stressed, however, that the political aspect of appoint- 
ments is not peculiar to natonalisation in general nor to the case of the 
Austrian nationalisations. It extends to the whole of the public sector 
and its importance varies according to the political habits of the country 
concerned. 6 


E. de la Vallée Poussin has expressed the following view on the 
subject: “It is a sad fact that what happens here (in Belgium) is 
rather similar to what is known as the spoil system. In America, in 
certain Balkan countries and in many backward countries, the spoil 
system was long — or still is — in existence. It makes the appointment 
` of government officials a privilege of the political parties. Whenever 
a new party comes into power, all the old officials are replaced by 
men chosen mainly for their services rendered during the election 
campaign.” T 

While Professor Mahr’s and Mr, de la Vallée Poussin’s apprehen- 
sions are fully shared by the author, it should nevertheless be pointed 
out that, in the case of Austria, the governments in charge of the 
nationalisatons have had the support of 90% of the electorate. In 
the hypothetical case that the Austrian workers had to give account 
of their political convictions, 90% of them could justify their can- 
didature for employment by the nationalised sector through one party 


4 Alexander Maur, Volkswirtschaftslehre, 2nd edition, Springer, Vienna, 1959, 
p. 402. Author's italics. 

5 Ibid., pp. 402 and 403. 

6 It is a well-known fact that the British Civil Service and the staff of the 
Nationalised undertakings in the United Kingdom are entirely free from political 
discrimination. 

7 E. de la VALLE POUSSIN, Un débat angoissant (Le Soir, 9 March 1963). 
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or another, even if the power and the influence of the trade unions 
were left aside; and the nationalised undertakings only make up a 
quarter of all Austrian industry. The remaining 10% oî the workers 
who do not share the political convictions of the government parties 
would always be in a position to find employment with private com- 
panies which make up two-thirds of Austrian industry. In any case, 
the danger pointed out by Professor Mahr only applies to the executive 
staff. In fact, in the OMV, currently directed by OVP managers, the 
communist workers who do not share the views of the government 
parties are predominant. 


In this connection it should again be stressed that the Austrian 
nationalised undertakings would find it to their advantage to discard 
political considerations when making new appointments. 


(8) Another infringement upon freedom might theoretically arise 
from the fact that the nationalised undertakings limit the consumers’ 
choice by the actual or virtual monopoly they exercise. In practice, 
this may be reflected in the limitation of the possibilities of commodity 
selection, in inadequate supplies, in inferior quality or, above all, in 
price. 

Generally speaking, the liberalisation of foreign trade together 
with foreign competition eliminate the objection of restricted selection 
possibilities. With the possible exception of coal and oil products, 
supply in the nationalised industries is more than adequate and their 
goods sold are of high grade since they have to stand up to foreign 
competition. Finally, the price trend in the nationalised undertakings is 
the very opposite of the habitual monopoly practices. 


In concluding this discussion of the fundamental question of freedom 
it can be said that the way in which nationalised industries in Austria 
are operated and work today has not infringed upon the freedom of the 
Austrian citizen and definitely constitutes no greater threat than any 
other system of ownership. 


% 


2. Has the Economy or Society — Particularly in Austria — Suffered from 
Nationalisation the Consequences of Collectivisation, of an Anonymous 
Existence of the People or of Bureaucracy? 8 


Here again, we have a phenomenon peculiar to our age in general 
and not merely to nationalisation or to collective-economy undertakings. 
The anonymous position of the workers, red tape and the collectivist 
methods introduced into economy are the consequences of concentration, 
i.e. of the constantly increasing size of corporate bodies and of the 
more and more rigid organisation of society. They exist in both private 
and public economy. This point is well brought out in a recent book 


8 In its edition of June 1961, pp. 1 to 3, Der junge Unternehmer, a publication 
issued by the Austrian Chamber of Commerce and Industry has made an indirect appeal 
against nationalisation by praising the virtues and the spirit of independence of the 
free and individualistic businessman. 
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by William H. Whyte entitled The Organization Man, which is more 
specially devoted to the American society. ® 


The capitalist system has pushed economic concentration very far 
and the purely economic advantages of rationalisation inherent in it 
have taken precedence over the human aspects although the latter 
should be the primary consideration. 1° 


No doubt one must fight against the principal scourges of our time— 
the unworthy dependence which springs from collectivisation, an 
anonymous existence and bureaucracy — but to us this does not imply 
a fight against nationalisation. On the contrary, nationalisation has 
the potentialities of joint management and economic democracy which 
have so far been stubbornly opposed by private enterprise. 


As we have shown, joint management and economic democracy so 
far only exist at a rudimentary level in the nationalised undertakings 
of Austria. Nevertheless, the people at the top and the trade unions 
are aware of this and prefer evolution to precipitous action at the risk 
of economic failure. In spite of all the imperfections that were pointed 
out when dealing with the social aspects of nationalisation, it is our 
honest conviction that the new social climate which has come into exis- 
tence has already removed the undertakings and their staff from collec- 
tivisation, an anonymous existence and red tape. 


3. The Problem of the Statute 


All western countries which have an important public sector have 
tried to find a statute for their public undertakings. Only the United 
Kingdom and Italy so far seem to have found a solution to this 


9 “The men who have become cogs in the wheel of a business society are the 
most striking — although not the only — examples; for collectivisation, ‘which finds 
such a clear expression in business, has, in fact, extended to nearly all spheres 
of life. The blood-brother of the commercial apprentice who prepares for his 
carreer with Du Pont is the seminarist who will end up somewhere in the hierarchy 
of the Church; the same is true for the doctor who enters a clinic run on commercial 
lines, for the physicist working in a government laboratory, for the scientist who is a 
member of a research team, for the skilled engineer who works in one of Lockheeds 
enormous drafting offices or for the young beginner who enters one of Wall Street’s 
legal factories.” 

“However different the links between these men and their organisations may be, 
they have one problem in common which dominates their interests: the collective work 
they do. Whenever they meet—the Du Pont man with the chemical scientist or the 
latter with a man from the army — this problem is in the forefront of their conversation. 
Most of them will be reluctant to use the word “collective” unless they want to describe 
foreign systems or organisations with which they have nothing to do. But in spite 
of all that, they are fully aware that they are much more deeply involved in their 
respective organisations than were their parents in their own time.” (WHITE, The 
Organization Man, Penguin Books, Harmondsworth, 1960, pp. 8 and 9.) 


10 “The particular and specific constraints of capitalism hide the more intimate 
and essential constraint of the system as a whole. It consists in the alienation of man, 
in the conversion of the proletarian and of the capitalist into capital, into commodities. 
into money. This transformation of the subject into an object is the worst possible 
constraint since it deprives the subject of its social function and of its innate human 
nature.” (PERROUX, Economie et Société, P.U.F., Paris, 1960, p. 46.) 
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problem, whatever its effectiveness may be. It is common knowledge 
that in France the indeterminate status of the nationalised under- 
takings has given little satisfaction. ‘While it is supposed, in principle, 
to embody a form of economic democracy, it has been rendered 
inoperative by the increasing powers of the State and of management. 
In Germany, where the public undertakings are generally incorporated 
under private law and have to conform to it, an adequate statute has 
been demanded by many. 11 


On many occasions we have pointed out the disadvantage arising 
from the fact that the nationalised undertakings in Austria have no 
ad hoc statue. In this connection, the reader may simply be reminded 
that these undertakings, while being in principle and in theory wholly 
private corporations, are confronted with many exceptions which, 
moreover, are changed every two or three years. In the long run, this 
unstable situation is untenable as it harms the companies’ long-term 
policies. In actual fact, this is a provisional, intermediary system 
which contains elements of both public and private law. It is not, 
therefore, surprising that Vice-Chancellor Pittermann has claimed that 
the nationalised undertakings should receive a definite statute as public 
corporations. 


These few remarks were necessary for pinning down the gist of the 
problem. In order to ensure efficient management and to counter the 
above-mentioned dangers, the future statute of the nationalised under- 
takings should combine the advantage of an autonomous administration 
(initiative, no red tape) with those of control, the publication of do- 
cuments and the acceptance of the general objectives laid down by the 
Governments economic policy (such as the harmonisation of a public 
utility service economy with profitable operations, full employment, 
stability and economic expansion, etc.), 


A proposition tending to achieve this has been made in the summary 
and conclusions. This solution is similar to the one adopted in Italy 
for the administration and the management of public undertakings, a 
system which has proved very effective; given the probability that 
Austria will one day become associated to the Treaty of Rome 12, such 
a solution holds the most promise of success in the present political 
constellation. But we feel that the Italian solution, which aims 
primarily at organisation and economic efficiency 13, should be im- 


11 Cf. for instance Dr. Friedrich ZEIss, Entwurf zu einem Gesetz über öffentliche 
Unternehmen, Schriftenreihe der Gesellschaft zur Förderung der öffentlichen Wirtschaft. 
No. 3, Berlin, 1954, 16 pages. 

12 “The rules of the Common Market will force the public undertakings to confer 
equal importance to the principle of profitability and to the idea of providing a service. 
By establishing equal terms for different types of undertakings, all terms must be 
rendered equal; this implies a wider field of manceuvring for all public undertakings.” 
(ROGISSART and DUMOULIN, Problems of Public Undertakings within the Common Market 
in Annals of Collective Economy, No. 3, 1962, p. 245). 

13 It may be useful to recall briefly the Italian solution which Mr. Petrilli, 
the President of LR.I., has called “indirect State management”. The Ministry for 
State Share Holdings, formed in 1956, co-ordinates and controls the undertakings 
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proved upon by the gradual introduction of economic democracy into 
the central organs of management and into the undertakings depending 
on them. In this context, it is sufficient in the specific case of Austria 
to adopt the solutions which Otto Bauer has proposed for the 
“collective-economy undertakings”. By banning bureaucracy and a 
centralised Government administration, by advocating an autonomous 
and rational economic management and by maintaining both the 
initiative of the executives and the discipline of the workers, 
these solutions provide for a supple and gradual introduction of 
economic democracy. Otto Batter’s idea was, in particular, an increase 
in the powers of decision of the factory councils and participation in the 
managing and administrative bodies. 14 The solution of joint man- 
agement adopted by the mines and the iron and steel companies 
in West Germany might also provide some ideas the same as the 
original formula of the French nationalisations. 


4. The Problem of Economic Democracy 


This problem has been mentioned on several occasions — for the 
last time in the preceding chapter — and will again be discussed in 
the part dealing with the social aspects of nationalisation. It shall 
therefore merely be said that, in our opinion, economic democracy is 
the solution of the future which all trade union movements are trying 
to achieve. Whatever the concrete formula adopted may be (joint man- 
agement of the workers, three party administration, co-operation, etc.) 
it is likely to attenuate the dangers of an infringement upon freedom, 
of an anonymous existence, of red tape and of managerial rule. But, 
as it has already been given to understand, this is a solution of the 
future which can only be turned into practice as and when the workers 
become sufficiently educated and take cognizance of their res- 
ponsibilities. This is why in the current situation priority must be 
given to the problem of finding a statute for the nationalised under- 
takings. . 

Nevertheless, the chances of achieving economic democracy are 
greater under nationalisation than under a private-economy system. 
In this field, the nationalised undertakings must therefore act as 
pioneers. 





dependent on it and gives them a common policy which is determined by national 
development. The holdings are managed by autonomous institutions on lines of 
economic efficiency. An example for this is the financial public holding company 
ILRI which is governed by the Ministry only as far as general economic policy is 
concerned. In its turn, LR.I controls other holding companies such as FINSIDER and 
FINMECCANICA which unite different operating companies of a given industry. “At the 
base of the pyramid we find the undertakings with direct operational responsibilities. 
These undertakings actually give effect to the policies of the group; however, they 
have very considerable managerial autonomy and seek to achieve competitive efficiency 
in exactly the same way as private undertakings.” (Perry, The Institute for Indus- 
trial Reconstruction, in Annals of Collective Economy, 1962, No. 1-2, p. 16). 

14 Otto BAUER, Einführung in die Volkswirtschaftsiehre, Verlag der Wiener Volks- 
buchhandlung, Vienna, 1956, pp. 258 to 263, 
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5. The Problem of Results 


Wherever there are nationalised or public undertakings, the im- 
portant problem of results arises. In accordance with the practices of 
commercial private companies, this problem is generally posed in terms 
of financial results or, in other words, in terms of profits and divdends. 
Clearly, this is a restricted and all too subjective point of view. An 
outline and a synthesis of this problem can be found in Professor 
Lamberts Studies in the Social Philosophy of Co-operation. It is 
obvious that the operating results oî the nationalised and public 
undertakings cannot be validy analysed without taking into account 
the charges and terms imposed upon them. Although, at one time or 
another, the financial profitability of nationalised undertakings has been 
a subject of discussion in all western countries where such companies 
exist 19, the most violent polemics have recently developed in Germany 
and Austria. The report of the German ministry responsible for public 
undertakings is mainly focused on the dividends distributed by the 
companies. 17 And it is also a known fact that in Austria this is the 
only aspect which is given any importance in the budget papers, 18 


In our opinion, this discussion should be placed on a much wider 
plane and be carried on in a general context. It should take into 
account, firstly, the charges (indemnifications and other contributions) 
and obligations (such as price and employment policies, social benefits, 
etc) of the nationalised undertakings and secondly the services rendered 
to society (infrastructure), the increase in the national patrimony 
(investments), the national prestige (transport facilities, aid and help 
given to the developing countries, etc.). If one takes into account all 
these factors — which may also play their part in the case of private 
companies — it becomes clear that the problem is much more complex 
than is generally thought. For the nationalised undertakings serving 
the collectivity, this problem should be tied up with a set of objectives 
clearly defined in ad hoc statutes. This would avoid many useless dis- 
cussions and polemics and enable the undertakings and their manage- 
ments to shape a clearly defined policy. Only once these conditions 
are fulfilled will it be possible validly to appreciate the management 
of public undertakings whose operating results form only a part of 
the whole, 19 


15 Paul LAMBERT, Studies in the Soical Philosophy of Co-operation, 

16 See the British White Book recently published under the title Financial and 
Economic Obligations of the Nationalised Industries, HMSO, London, 1961, (Cmnd 1357), 
15 pages. 

17 Der Bund als Unternehmer, Bundesschatzministerium, Bad Godesberg, 1961, 
264 pages. 

18 Cf. Erläuterungen zum Bundesfinanzgesetz 1961, 3rd part, Appendix R, pp. 380 
to 385; 1962, 3rd part, Appendix R, pp. 392 to 399, 

19 Cf. ScHtiLER, Probleme der Erfolgsmessung bei bedarfswirtschaftlichen Unter- 
nehmen,‘ Schwartz und Co, Göttingen, 1959, 126 pages. The following statement by 
Mr. Schüler is particularly important: “Among the factors determining the appreciation 
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An analysis of the Austrian nationalisations on the basis of the 
above considerations shows that the results obtained are highly satisfac- 
tory; they may even be called impressive. 


6. The Problem of the Financial Solidarity of Nationalised Undertakings 


In conjunction with the preceding question, the following problem 
must be examined: nationalised undertakings, if they want to serve the 
collectivity without letting the taxpayer support the charges, must be. 
self-sufficient or, as it has been termed in the case of the nationalisa- 
tions in the United Kingdom, they must pay their way. 20 


Medium and long-term budgets must not only take into account 
the business cycles (the losses in some years should be offset by the 
profits of the others), but also — and this is essential — the differences 
of structure, of profitability and of the charges between different 
branches. The objective should be what Mr. Perroux has termed “a 
balanced management”; but instead of limiting this objective — as he 
suggests 21— to a single company, group or branch, it should be 
extended to Austria’s entire nationalised sector (industry, banks, 
electric utilities). One would, of course, have to make allowance for the 
peculiar situation of Austria: the difficulties of finding a sound 
business platform for the USIA companies, the marked differences of 
profitability between the export industries and those working for the 
domestic market, the obligation of setting different prices according to 
the size of the industries and the services they have to provide for the 
national economy. 


No doubt this system would require strict rules on accounting, 
publicity and control which would prevent any company from operating 
at a loss merely through bad management. 


This generalised solution of a balanced management (as opposed. 
to a loss or profit system) would have the advantage that the natio- 
nalised undertakings could adopt a price policy which is in the interest 
of the nation and that they would be financially solidary. The question 
whether this solution would be in contradiction with the above-mentioned 
provisions of the Treaty of Rome—should Austria choose to join it— 
is not here at issue. 22 


of results... we find the wage level, the number and the distribution of working 
hours and the fringe benefits paid by a company” (op. cit., p. 122). 

20 The Financial and Economic Obligations of the Nationalised Industries, op. cit. 
p. 4. 

21 François PERROUX, Les comptes de la nation, P.U.F., Paris, 1949, p. 195. 

22 As the Treaty of Rome also includes political obligations, many Austrian 
politicians, held the view that Austria’s undertakings in the Peace Treaty — no 
Anschluss with Germany and the observation of perpetual neutrality — should be 
kept. They would have liked to assimilate Austria’s position to that of Switzerland. 
Although the negotiations between the United Kingdom and the E.E.C. have failed, 
those in favour of Austria’s integration into the Common Market seem to have 
triumphed; but no decision has so far been taken on the question whether Austria 
should join the E.E.C. unconditionally as a full-fledged member or whether she should 
seek some solution for association. 
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In actual fact, this fundamental principle is already included in the 
legislation on nationalised undertakings in Austria, since this function 
should be fulfilled by the investment fund for nationalised industry. 
Unfortunately, severai obstacles stand in its way; one of the most 
important among them is the threefold operation of paying the divi- 
dends of the profitable undertakings to the Republic, of diverting half 
of these sums to the investment fund and of helping the unprofitable 
undertakings by a fairly scanty subsidy. The principle of solidarity 
between the nationalised undertakings can only be realised once the 
investment fund is given greater autonomy, more extensive powers and 
the possibility of direct action. These conditions are not yet fulfilled. 


The question might be raised whether the nationalised undertakings 
are actually in a position to pay their own way. To this delicate 
question only an empirical answer can be given, based on the 
experiences made in the United Kingdom, France and Austria; it can 
be said that, taking into account business fluctuations, only the energy 
sector (coal, electricity, gas) finds it difficult to fulfil this condition. 28 
The existence of a profitable oil and natural gas industry in Austria 
might compensate a substantial part of the charges incurred by the 
electric utility industry and the coal mines if it were not for the large 
new hydroelectric power plant projects which will always require 
financing by the collectivity (even if this is done in the form of credits 
which will be amortised by the electric undertakings over a period of 


In any case, the nationalised undertakings are under cross-fire, since nationalised 
industry exports about 37 % of its production to the Common Market countries (mainly 
Germany) and 27% to the countries belonging to the communist bloc. The basic 
products manufactured -by the iron and steel and the non-ferrous metal industries. 
together with part of the electric power production go to the E.E.C. countries while 
electrical equipment and metallurgical products are sold to the countries of the East. 
However, the basic products are very sensitive to the international business situation 
and they already suffer somewhat from the new production capacities opened up in the 
Common Market countries; moreover, their geographical position in the centre of 
Europe is a handicap for their supply with raw materials. For all these reasons, 
these industries should foster the manufacturing branches and channel their exports 
towards the traditional Austrian export markets in the east and south-east of Europe. 
The dilemma for the nationalised undertakings is thus obvious. From their point of 
view, an elastic solution of association would no doubt be more favourable than an 
unconditional integration of Austria into the Common Market. 

23 In the case of France, for example, the Troisième Plan de Modernisation et 
d’Equipement (Third Modernisation and Equipment Plan) for the 1958-1961 period 
(Imprimerie des Journaux officiels, Paris, 1959, pp. 51 and 52) reveals the following 
situation: 

“The financing of the nationalised undertakings — after having caused much 
concern for a period of time — has for some years now ceased to be difficult. For the 
third plan period, the situation will be quite different: from 1956 to 1961 expenditures 
for the energy sector will double and those for transport and communications wil 
increase ,by 50 %.” 

In the United Kingdom, the capital expenditures of the coal, gas and electric 
utility industries were financed as follows from outside resources: 


Years 1954 1955 1956 1957 1958 1959 
Million £ 212 297 208 298 296 334 


(See The Financial and Economic Obligations of the Nationalised Industries, op. cit., 
pp. 5 and 13.) 
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time). However, energy is a special problem which exists in a similar 
way for the public and the private undertakings in nearly all countries. 


For industry, the question of self-sufficiency with normal growth 
can be answered in the affirmative if, as is the case in Austria, it is 
sufficiently large, dynamic and export-minded, Or, at least, this would 
be true if the situation of all undertakings were economically and 
financially sound. However, the problem of the undertakings formerly 
under Soviet administration continues to burden the situation. Never- 
theless, a considerable effort of solidarity has already been accomplished 
at least indirectly, by integrating many of the unprofitable companies 
into the profitable undertakings. For the reasons given at the beginning 
of this discussion, this may not be an ideal solution, but in the current, 
difficult conditions, there was no other choice, 


For the banks, self-sufficiency is no problem since each of them 
is profitable by itself. The only regrettable thing is their particularist 
attitude and their lack of solidarity with the other parts of the 
nationalised sector. 


7. The Problem of Banking Policy 


The observation just made brings us to the question of banking 
policy, of what it is and of what it could be. Beyond any doubt, one 
of the reasons for the success of the I.R.I. group is the fact that it 
has a central financial body enjoying a large measure of autonomy in 
its operations. 24 


In Austria, the large nationalised investment banks have so far been 
singularly negligent in lending their: services to the public sector. As 
it has already been shown, they tend to support and to develop an 
independent group of commercial and industrial companies which, for 
the most part is uncontrolled by the public, by Parliament and even 
by the Government. In spite of the general regulations which they 
are supposed to observe, the banks seem to prefer serving the companies 
belonging to their group on preferential terms. It is questionable 


24 Article 3 of the I.R.I. statute conveys an idea of the organisation’s financial 
possibilities of action; in fact, I.R.I. plays the role of an investment bank for the 
public undertakings. 

“In order to accomplish its tasks, the Institute may undertake all financial opera- 
tions required for the undertakings in which the State or the Institute itself hold 
interests or for those public undertakings whose capital has been — wholly or partly, 
directiy or indirectiy — paid in by the State. 

“It can borrow against securities and, with the guarantee of the State, can grant 
advances on Government securities, even with the issue bank; it can further grant 
advances on industrial securities, discount commercial bills and procure the liquid funds 
it requires through the issue of bonds and by engaging in other passive operations. 

“The Institute can also buy back — at par or below par — the bonds it has issued 
in accordance with Article 4 of the present statute. 

“T.R.I. may not engage in the collection of savings.” 

(Legislative Decree No. 51 of 12 February 1948, Gazzetta Ufficiale, No. 44 of 21 
February 1948.) 
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whether this is the best policy to be followed within a system of nation- 
alisations which include industry, energy and credit. It may not be 
necessary or even desirable for the banks to sell their traditional hold- 
ings, as such a change might create serious disturbances (financing 
difficulties for the companies controlled, possible bankruptcies, the 
gain of control by foreign interests, sale of the holdings at a loss for 
the banks). However, it is desirable that the banks or their managers 
should start to realise that they belong to the nationalised sector and 
that, in this position, they should adopt a spirit of solidarity. 

Most of the problems of financing and of operational improvement 
currently posed by the large capital requirements of nationalised 
industry and, to some extent, of electric utilities could, in our opinion, 
be solved very quickly if the nationalised banks would channel credit 
more strongly towards the nationalised sector. This system was 
already in force under the Soviet military authorities: the Russian 
Army Bank played the role of a financing company for the USIA and 
SMV trusts. i l 

It should not, of course, be forgotten that the importance of the 
nationalised banks and the role they have traditionally played in the 
Austrian economy goes far beyond the nationalised sector. Apportion- 
ment will therefore constitute a major problem for any new banking 
policy; it shouid be resolved in collaboration with all parties concerned 
and at a level above that of the banks alone. 


8. The Problem of Coexistence between the Nationalised- 
and the Private Sector 


The question of coexistence between the private and the public 
sector — or rather of any possible antagonism between them — is 
frequently discussed. In Austria, a study of the economic and social 
features does not leave the impression that there is any antagonism. 


From the economic point of view, the two sectors complement each 
other. In most cases, the nationalised sector produces the commodities 
and services which private industry does not produce. Moreover, it 
supplies its goods and services to the private sector on very favourable 
terms. It is doubtful whether under a private-economy system the 
industries which are now nationalised would be able to offer the same 
terms. This means that private industry is the prime beneficiary of 
the nationalised sector which supplies it with its basic product and 
service requirements. Economically speaking, no antagonism therefore 
seems to exist, except in infrequent individual cases. 

The second question is that of the social conditions in the nation- 
alised undertakings and their private-econòmy counterparts. As pre- 
viously stated, the conditions for wage rates, for the negotiation of 
collective agreements and for other social benefits are the same in 
both sectors; anyway, the trade unions would not accept any other 
solution. At the same time, joint management is not much more 
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developed in the nationalised sector than in private industry, although 
this is a question of interpretation. It would appear, in fact, that the 
nationalised sector has somewhat more advantageous working conditions 
to offer: the organisation is better as far as fringe benefits and 
employment stability are concerned, but this is a result of the special 
efforts made by the nationalised sector and which could also be put 
into practice by private industry. The same goes for the recent intro- 
duction of a social dividend in the nationalised undertakings, which 
should serve as an example to private companies. However, for the 
time being this would appear to be the only real difference between 
the two sectors and it must be admitted that it is a minor one. 


It can therefore be concluded that, even from a social point of view, 
the two sectors are not fundamentally antagonistic. 


9. The Problem of the Public Sector as an Auxiliary Agency, 
and of Its Extension 


During the Fifth Congress on Collective Economy which was held 
in Vienna in May 1961, the Austrian Professor Hans Bayer, currently 
the Head of the Dortmund Social Academy, came to the conclusion that 
public undertakings or even collective-economy undertakings are 
auxiliary agencies, 25 

Professor Bayer may be right, if one considers the problem — as 
he has done — from an American or West German angle. In Austria, 
this principle is denied by the very extension of the public sector and 
by the inability of private enterprise fo assume the functions currently 
exercised by the public sector. This we have shown on several 
occasions when speaking of the size of the public sector and of the 
conditions under which the nationalised undertakings came into exis- 
tence (lack of Austrian private capital, of executives, of initiative, 
attitude towards saving peculiar to the Austrian people, etc.). 


But what about the problem of auxiliarity in general? Is this prin- 
ciple, which is obviously wrong in the case of Austria, valid for other 
countries ? Here the question is one of expediency. The tasks of public 
undertakings or rather the initiative incumbent upon collectivity — 
whether it be in the form of co-operative or municipal action or in that 
of mixed or nationalised undertakings — is determined by several 
factors. Amongst them are the availability of private capital, the spirit 
of private initiative, the discipline of the private entrepreneurs, etc. 
The fact exists that in the United States and perhaps today even 
in the Federal Republic of Germany people are more inclined than 
in other countries to place their savings at the disposal of private 
enterprise. It is also true that the leading businessmen in these 
countries are more willing to follow the directions of the government 


25 Hans BAYER, Freedom, Security and Welfare: Three Aims of Collective Economy, 
in Annals of Collective Economy, January-March 1961, pp. 76 ff. 
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and, in the national interest, to accept a certain amount of discipline. 
However in many individualistic countries of the Old World this con- 
dition is not fulfilled and this is why the public and nationalised sector 
is expanding to a point where it is no more auxiliary — as is the case 
in some countries where capitalism is particularly dynamic — but 
complementary or where it may even become the driving force of 
economic growth and thus of economic development as a whole. This 
is the case in Austria and Italy. The same is true for the people’s 
democracies, with a difference: here, public enterprise has been 
imposed by the rulers. Finally, the principle of auxiliarity is also 
invalidated in most developing countries which have gained indepen- 
dence and have freed themselves from foreign capital and control 
(countries in North Africa, the Middle East and Asia). 


Summing up, it can be said that auxiliarity cannot be posed as a 
principle. The expansion of the public or nationalised sector is a 
question of expediency which should be examined separately for each 
case, 26 


In conclusion, we should like to rally to the view frequently 
expressed by Professor Weisser that “in the interest of freedom in its 
social context efforts must be made to channel the inevitable trend 
towards a continually increasing degree of organisation of the relations 
between individuals along such lines that a variety of different 
organisational forms develop in society and a variety of different 
types of undertakings in the economy”. 27 


10. The Problem of the Objectives of the Nationalised Undertakings 


The objectives and tasks assigned fo the nationalised undertakings 
are not generally clearly stated in their statutes; an exception is the 
United Kingdom.?8 Usually, the general idea is that they should have 


26 In the context of welfare economics, Professor Tinbergen expresses the view 
that the activities of the public sector “are, as a minimum, the following: ensurinz 
internal and external security and justice; the maintenance of sound money; mainte- 
nance of roads, harbours and railways; the provision of education and health facilities 
and the encouragement of cultural activities; the supply of economic, social and other 
information; the planning of economic and social development and deciding on the 
general rate of development; the production of energy and water, the maintenance 
of communication services and rail transportation, and of steel and heavy chemicals 
production”. Jan TINBERGEN, The Organisation of the Economy in the Service of Man, 
in Annals of Collective Economy, January-March 1963, p. 102. 

27 Gerhard WEISSER, Planning in'Co-operative Undertakings, in Annals of Collec- 
tive Economy, January-March 1963, p. 24. 

28 “According to their constitutional acts, the main purpose of the public 
Corporations — with the exception of the gas and electric utilities — is to provide the 
general public with certain commodities and services. Although, on the whole, the 
nationalised bodies are supposed to provide their own financial resources, they are 
not expected to make a profit for the State, but any earned surplus is to be used 
for their own ends.” È 

“The purpose of the National Coal Board, for example, is to produce coal, to 
develop coal mining and to supply coal in sufficient quantities and at prices corres- 
ponding to the public interest, without, however, instituting an unjustifiable prefe- 
rential system.” 

“The purpose of the gas and electric utility undertakings is to organise an efficient, 
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the collective interest at heart. 28 In most cases, a starting point can 
only be found by studying the motivations of nationalisation. ® It may 
be recalled that in the case of Austria the motivation was officially 
stated as “the creation of sound economic organisation which is 
sheltered from crises and can guarantee full employment”. #1 


It is thus better to stick to criteria which can be considered to have 
general validity. In his definition of the economic and social functions 
of the State, Professor Lambert has listed six criteria 32 which can 
also be applied to the nationalised undertakings if they are — rightly — 
considered as the instruments of the Government’s economic and social 
policy. We shall apply them one by one to the Austrian national- 
isations : 


(a) The Protection of the Natural Resources 


Nationalisation in Austria has made it possible to safeguard the 
coal and oil resources of the country, to provide for a better use of the 
hydro-electric resources and to put an end to the uneconomic use of 
natural gas. 


(b) The Avoidance of Severe Social Struggles and the Implantation 
of Justice within the Different Social Groups 


Nationalisation has ended completely the severe social struggles 
which existed before the war in a number of undertakings now 
nationalised; in the last 16 years only a single — very short — strike 
occurred in the nationalised sector; in those undertakings where Soviet 
administration had stirred up trouble such as the discrimination against 
non-communist workers, the new Austran administration has restored 
social peace and has reconciled the interests of the workers which were 
often opposed to each other; finally, the central authorities and the 
nationalised undertakings have made efforts to pay the highest possible 
wages to the workers without, however, establishing substantial 


co-ordinated and economical supply of gas and electric power.” (Nationalised Industries 
in Britain, Central Office of Information, London, 1960 CR. 4298), pp. 7 and 8.) 

29 CHESTER, The Nationalised Industries, Allen and Unwin, London, 1951, 2nd 
edition, pp. 16 and 50; BAUCHET, Pierre, Propriété publique et planification, Editions 
Cujas, Paris, 1962, pp. 263 ff. 

30 The Decree of 13 December 1944 preparing the nationalisation of the French 
coal mines thus states in its motivation: “The restoration power in a country on the 
morrow of a grievous crisis can be measured by its willpower — from the general 
interest point of view — to adapt its economic resources to the existing situation by 
restoring, simplifying and rejuvenating its means of prosperity at the earliest possible 
moment and... by creating the most favourable social climate for taking up work 
again...” (Cited by VENETAT, L’exrpérience des nationalisations, Librairie des Médicis, 
Paris, 1947, pp. 118 to 119.) In short, the objectives at stake are economic rationalisation 
and social peace. 

31 See Chapter ITI, p. 62. 

32 Paul LAMBERT, Studies in the Social Philosophy of Co-operation, op. cit. 
pp. 232-233. 
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differences in comparison with the labour employed by private industry; 
only the executives seem to be less well off than their CHARS in 
the private sector. 


(c) The Maintenance of Full Employment 


The nationalised sector, while following a conservative recruiting 
policy and despite the difficulties it had to face in the coal mining 
industry, has maintained employment at an exceptionally stable level 
which has not been influenced by any recessions. 


(d) The Encouragement of Higher Productivity and a Higher 
National Income 


Although there are no reliable figures on productivity nor any 
statistical series on the increment added to national income by the 
nationalised undertakings, the economic analysis of the sector makes 
it quite clear that it has regularly contributed to raise productivity and 
to increase national income substantially. 


(e) Harmonious Regional Development ` 


The nationalised undertakings located in the regions which were 
occupied by the western powers in the post-war period (Linz,Vienna, 
Styria) enjoyed a rapid development of their activities during that time 
and have thus become the centres of economic growth. 

In the eastern part of the country, which suffered a great deal from 
Soviet occupation, the nationalised undertakings — such as ÖMV — 
have promoted regional development. The central authorities have tried 
to revive and maintain the companies of the USIA group, even though 
they were not profitable and difficult to integrate into a system which 
needed no additional capacities. The nationalised banks have also 
contributed their share by improving the operations of their group’s 
subsidiaries located in that area and mainly by participating in finan- 
cing organisations whose specific objective is regional development 
(Kommunalkredit— AG). 


(f) Maintenance of Monetary Stability 


The fundamental importance of the different wage and price agree- 
ments for curbing impending inflation and, moreover, for making the 
Austrian currency one of the stablest in Europe is well kown. A signi- 
ficant factor for this was the great discipline of the nationalised sector 
which, by its very importance, could have started inflation at any time; 
a second-—even more important — factor was the exemplary policy 
of stable prices and inexpensive goods and services. By adopting a 
voluntary discipline in their credit policy, the banks also made a 
significant contribution. 
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Summing up, it can be said that in spite of all their organisational 
imperfections, the Austrian nationalisations in all points measure up 
to the fundamental criteria laid down by Professor Lambert. It should 
be further added that on the whole they have conformed to the stan- 
dards of public utility and have acted in the general interests; this has 
found its expression in low prices which have favoured the development 
of the manufacturing industries and of the other users of their products. 


The only problem that remains unsolved is the lack of a statute 
embodying these objectives; this would make it possible to give the 
executive unchallengeable terms of reference and to avoid discussions 
on the usefulness and on the results of the nationalised undertakings. 


11. The Problem of Planning 


| Planning can be an excellent or a fatal thing. If it remains elastic 
and merely indicative — as is the case in the western countries during 
peacetime — it can serve as a first-class instrument of co-ordination 
and rationalisation which soon becomes essential, if for no other reason 
than to avoid, as much as possible, the empirical and experimental 
approach of the governments to economic and social questions and 
to maintain or accelerate our growth rate in the economic contest with 
the countries of the communist bloc. 


However, if planning is dictatorial, authoritarian or excessively 
centralised and if it extends to all fields of economic and social activity, 
its merely economic advantages — which only future generations will 
or may enjoy—do not make up for the infringement upon freedom 
it involves (e.g. no more free choice of employment, restriction of 
consumer selection, etc.). 


Most European countries today show a preference for elastic 
planning, whatever the philosophy of their governments may be. The 
recent experiences in Britain, Belgium, and even the projects for the 
E.E.C. clearly show the progress planning has made. 


A rational functioning of rationalisation or of a large public sector 
—and mainly the need of making them available to the collectivity — 
require planning. Conversely, a large public sector which can speedily 
become an instrument of economic policy is an essential basis for 
planning efficiency. 


Despite Austrian legislation, the initial attempts at planning have 
been abandoned in that country for reasons of economic philosophy 
and as a result of the favourable business situation. This relin- 
quishment of the principle of planning was accompanied by a 
weakening of the powers vested in the central authorities. But the 
faith in the virtues of a market economy has proved over-optimistic: 
the first changes in the business situation created difficulties for the 
nationalised undertakings that had become autonomous; the principal 
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of these difficulties was a lack of co-ordination of production lines 
and capacities, of capital expenditures, of measures to improve 
operations and of the mutual relations between the nationalised 
undertakings. Wage and price planning, however, has been maintained, 
supported as it was by the major groups of national interest (govern- 
ment, trade unions, employers’ federations). 

Since the Joint Commission has been successful in the important 
question of wages and prices and is now tackling more general pro- 
blems of economic and social policy, there is hope that one day soon 
it may officially or unofficially take over the functions of an actual 
planning body; in this case, one of its first tasks would be to deal with 
the problems of the basic industries and utilities which fall under 
nationalisation. 


12. The Role of the Nationalisations under the Economic System of the Future 


Austria’s pronounced mixed economy system as it exists today 
would appear to outline the future economic structure of society. It is 
a characteristic feature of a general development. 

In observing the evolution of the western world since the beginning 
of this century, one finds proof that private capitalism has increasingly 
made room for the State or for the public sector and for the concomitant 
features of a public or mixed economy system. 

For this, there are several, fairly familiar explanations. In the old 
times, only lack of profitability drove away private enterprise from 
an economic branch (for instance, from some railway lines). The 
steadily growing organisation of this modern economy, the experiences 
of the two world wars and the contest between large blocks of coun- 
tries have led to a situation where certain projects — such as in the 
field of aviation, of nuclear energy, of hydro-electric works, of develop- 
ment aid, of sea transport, of space exploration, etc.—-go beyond 
the means of private enterprise and therefore make it necessary for 
one government or for the governments of several countries to take 
action, It is also clear that big private capitalism today is more on 
the lookout for stability, contrary to the individual entrepreneurs of 
yesterday (such as Rockefeller, Stinnes, Krupp, Morgan, etc.) who 
threw in their personal fortunes for the gain of personal profit and 
power. In our times, the first task the managements of large financial 
concerns have to fulfil is to see to it that the funds. in their trust 
are safe. ‘Western capitalism thus has become different and, in 
spite of some experiences which seem to deny this — the German 
denationalisations and the denationalisation of the British iron and 
steel industry — management, administration, financing and control by 
the State are certainly in the coming. 

There is the further fact that in the developing countries which 
have recently gained independence, initiative frequently originates with 


NATIONALISATIONS IN AUSTRIA 163 





the government; this may come through nationalisation — which, in 
North Africa and in the Middle East, is often undertaken out of 
nationalistic considerations — or through the ab initio creation of 
public undertakings or construction enterprises in the fields of in- 
frastructure which are unprofitable for foreign undertakings, or also 
through the setting up of new industrial or agricultural undertakings, 
or also (India). In these countries, State administration — and also 
co-operation — play an increasingly important part in the economy. 


The opposite is true for the countries of the East where the 
complete take-over by the State and the draconic planning of the early 
years are clearly losing ground. For instance, in the kolkhoses 
individual rights had to be conceded in order to combat the slow 
progress of agricultural, and recent experience has shown that sooner 
or later further steps must be taken in this direction. 


As these countries pass from the stage of capital goods production 
to that of consumer goods production and therefore have to meet a more 
diversified pattern of needs, liberalisation and a certain revival of 
private initiative become inevitable. It therefore seems that in these 
countries there is a certain trend away from the State, This does not 
mean, however, that the basic industries will slip away from the public 
or collective domain, whatever the development of the political system 
may be. 


It appears most likely that in future decades both systems will 
meet half way between pure capitalism and a purely public and co- 
operative administration. This fundamental economic and social problem 
will gradually be freed from considerations of economic and social 
philosophy. The reconciliation of the two opposite economic systems 
and their symbiosis will be the best guarantee for peaceful coexistence 
today and for the general adoption of a mixed-economy system — 
already in the making — to-morrow. 

In this long-term perspective from the past to the future, nation- 
alisation can be considered, without passion, as a link in the infinite 
chain of history. 


COMMUNAL ENTERPRISE IN AUSTRIA 


by Karl PROBSTING, 
Manager of the Arbeitsgemeinschaft der österreichischen Gemeinwirtschaft 


Communal enterprise with its public utility services stands in the 
midst of daily life and has thus become an important factor of economic 
activity. Unfortunately, very little has so far been written about that 
sector. This gap has been filled by the recent publication of the book 
Kommunalwirtschaft in Osterreich (Communal Enterprise in Austria), 
published by the Verlag fiir Jugend Volk, Vienna, with the Federation 
of Austrian Municipalities — representing the Austrian cities and 
townships — the Austrian Federation of Rural Communities and the 
Working Group of Austrian Public and Co-operative Economy (Arbeits- 
gemeinschaft der österreichischen Gemeinwirtschaft) as joint editors. 


Communal enterprise is a-major—and the oldest—branch of public 
and co-operative economy which is known to include, apart from the 
communal undertakings, those of the central Government and of the 
Länder as well as the co-operativés. One finds proof in ancient history 
that the municipal and rural communities and their administrative bodies 
were predestined to take care of certain collective interests and tasks. 
Starting from the exploration of the territory and from water supply, 
down to the communal undertakings of-our times, it is obvious that 
communal enterprise has not sprung from political ambitions but from 
the economic needs of society. 


When industrialisation set in, communal enterprise found new fields 
of activity in the supply of public utility services. In Vienna, the 
one time Mayor of this city, Dr. Karl Lueger, succeeded in bringing 
energy and transport under municipal administration, despite consi- 
derable opposition. This implied the administration’s undertaking to 
guarantee a safe and regular supply of these vital services. It must 
be stressed that the smooth functioning of these ordinary things — 
water, light, gas, transport to work, etc. — is essential for the economy 
as a whole and for the daily life of every individual. From this 
organic growth of communal enterprise has sprung an economic system 
which is the expression of the will — not of individual or group 
interests — but of the collectivity. 


Communal enterprise exclusively serves society and the general 
interest; this is usually done without any profit motive. Its objective 
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is to provide for the fundamental needs of the population and to protect 
it from any adverse economic influences. Unlike private enterprise, it 
therefore has an obligation to provide these public utility services. Its 
aim is not profit, but the satisfaction of the consumers and mainly 
of the economically weak. The economic objectives of communal 
enterprise are guided by the interests of the communities and their 
citizens and should safeguard economic and social development. 


A further feature characteristic for communal undertakings is a 
severe public control which is exercised — independently of their 
administration — by the competent bodies of the Länder or of the 
communities and, in the case of the large municipalities, by the Court 
of Finances. The auditors, who are appointed by the communal coun- 
cils, approve the budgets and the financial accounts, decide upon the 
management oî the undertakings and discuss the auditor’s reports. As 
these reports are published, there is an additional means of democratic 
control by way of the press. This procedure of public control, which 
differs from that of private enterprise, is most valuable and important, 
for every public and co-operative economy undertaking should eco- 
nomically and socially serve as a model for perfect and rational man- 
agement. 


AIl these characteristics of communal enterprise add up to one 
guiding principle: the general welfare is an overriding consideration. 
This principle, which is of long standing, has not been coined by a 
political party; it was, in fact, as much advocated by the Christian- 
socialist Dr. Karl Lueger as by any liberal or socialist mayors or 
communal councils. Another feature is the democratic basis and 
structure of communal enterprise. The composition of the community 
administrations whose members do not only represent their political 
parties but also the employers and wage-earners as well as the 
consumers and suppliers, guarantees the collective interest and the 
economic usefulness of any economic activity undertaken by the 
communities. 


The book Kommunalwirtschaft in Osterreich goes on to describe the 
historical and social conditions through which communal enterprise 
came into existence and developed later on. Through its fairly large 
measure of autonomy, it has at all times — and particularly in difficult 
or even critical periods — constituted the basis of free government and 
the essence of any democratic system. 


The book further makes use of all recent statistical! evidence which 
had to be newly compiled as a result of the significant changes in 
nearly all fields of communal enterprise during the last ten years; this 
compilation was undertaken jointly by the Federation of Austrian 
Municipalities and by the Austrian Federation of Rural Communities. 
The review of all branches of communal enterprise shows its rapid 
development during the past ten years when many new activities such 
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as the assembly of prefabricated houses, power plants for district spate 
heating and garbage incineration were added. 


The new publication also deals with the legal status of communal 
undertakings and with the position of the sector as laid down by the 
constitutional amendment of July 1962; this amendment establishes 
the principles of communal law which provide for administrative 
autonomy and free economic and financial enterprise inasmuch as no 
limitations are prescribed by federal law or by the legislation of the 
Länder. 


The book contains a number of statistical tables which give an 
over-all picture of the communal undertakings operated by the different 
communities; these tables list their size, the conditions of ownership, 
their sales, their capital funds, their fixed assets, their capital ex- 
penditures, the number of people employed with their total earnings, and 
their official classification. These statistics enhance the significance 
of the book, as no official data have so far been published by the 

Central Statistics Bureau. 


A special chapter has been devoted to inter-communal co-operation 
which is gaining increasing importance, due to the significant structural 
changes in the national economy. The creation of new large city and 
settlement districts demands new solutions from all points of view, 
and this is why the public utility services in many European countries 
have initiated inter-communal— and in some cases international — 
co-operation, particularly in the fields of water, power and gas supply 
and also for the transport services between different communities. An 
excellent example is the supply of electric power by the municipal 
power plant of Salzburg to the town of Berchtesgaden. Inter-communal 
co-operation also serves to meet the increasing demand encountered 
by the utility monopolies, to raise their capacity and to render them 
more economic. As in other countries of western Europe, inter- 
communal co-operation also gains increasing importance in the fields 
of water supply, local transport — such as the bus lines serving the 
industrial communities of Lower Austria and Styria — natural gas 
distribution, garbage incineration and district space heating. 


In the appendix to the book, a number of communities have published 
additional details and reports on their economic activities. 


For everyone who is interested in communal life and communal 
enterprise in Austria, Kommunalwritschaft in Osterreich is a valuable 
book of reference which — thanks to the collaboration of Dr. Roman 
Hädelmayr, the Austrian specialist on public and co-operative economy, 
and of Ludwig Rutschka, the well-known statistician — conveys an 
amazingly clear picture of one of the most complex sectors of Austrian 
collective economy. The book shows that communal enterprise, after its 
brilliant past, has continued to expand within our modern economy 
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and has become an essential feature of economic life at all levels: the 
private household, industry, trade and ‘commerce. Aware of its eco- 
nomic responsibility towards the population, communal enterprise will 
maintain, as its foremost objective, the satisfaction of our fundamental 


needs, 


NOTE 


From the book discussed by Mr. Pröbsting, a number of statistics, com- 
bined from the tables on pp. 81ff are reprinted below: 
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CO-OPERATION AND MODERN METHODS OF DISTRIBUTION 
IN FRANCE 


by Charles VEVERKA, 
Director-General of the “Coopératives des Charentes et du Poitou” 


t 


During periods of inflation the question of the high cost of dis- 
tribution is inevitably raised. The problem of the middle man is 
brought up. Recently Mr. Giscard d'Estaing, French Finance Minister, 
spoke of the reform of distribution circuits as a determining factor 
in the policy of governmental stabilisation. 


“Co-operation”, said Dr. Fauquet, “is born spontaneously, daughter 
of necessity, of the spirit of association of the working classes, not 
through such or such a social reformer.” Co-operation is created by 
reaction against the excesses of the distribution circuits, dating from 
around 1844, Since that time Consumers’ Co-operation has been in a 
continuous state of dispute, and, at the same time, of co-existence with 
other forms of distribution. 


Co-operation is a movement, it is also a vast undertaking. As a 
movement, it has its ethics, what the Germans cali Weltanschauung, its 
conception of the world, which is based on two essential principles, 
belief in democracy as a form of government and struggle against 
profit-making. 


As an undertaking Co-operation is not bound to fixed structures, 
it can evolve. 


When the reform of distribution is considered, the Co-operative 
attitude is, a priori, a positive one. It favours progress, but it also 


appeals to reason, rather than to passion. It must be objective and 
realistic. 


1. The Structure of Distribution 


We are all more or less aware that present-day distribution is 
superabundant. In France there is one business for every 43 inhabi- 
tants, and one retail shop per 75 persons. In better than a million 
enterprises only 26,600 have more than ten paid workers, and 600,000 
have no salaried employees at all. The distribution sector employs 
2% million people, or 13% of the active population. Among retail 
businesses, the ones we are interested in have a turn-over of 150 
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milliards of New Francs, 41% of it from food stores, and 59% from 
non-alimentary shops. 


There are three kinds of distribution: private business, limited 
companies and concentrated businesses. 


It should be noted that 94% of business realises 83% of the total 
turn-over, and that 6.4%, representing concentrated business only, 
makes up 16.4% of this total. These figures show that concentrated 
business grows much faster then traditional business. Nevertheless 
84% oî all trading activity remains in the hands of so-called free 
business. It is obvious that the revolution of distribution has a long 
way to go before it could be called total. 


Concentrated business consists of department stores, popular shops 
of the “fixed price” type, branch stores and Consumers’ Co-operatives, 
as well as “revolutionary” forms of business such as the distributing 
centres—Leclerc model, Berthier, Saveco shops and also, although they 
do not appear in the above statistics, stores of the “Inno-France” kind. 


We shall illustrate here, with all due care, the evolution of the 
various forms of distribution during the period of 1950-62, Taking 
100 as a basis of commercial activity in 1950, the index reached the 
350 level by 1962. But in this general progress, the activity of different 
forms of distribution evolved differently. We note with some pride 
that the Co-operative Movement showed the greatest progress in dis- 
tribution. In 12 years its index rose from 100 to 536. Next come the 
provincial department stores with 509, Paris department stores, 488; 
branch shops, 410; and lastly private businesses with 304.1 On a 
long-term basis it would seem that stores of a progressive type develop 
faster than traditional stores. There is one reservation, however. If, 
over a period of 12 years the Co-operative Movement showed remark- 
able progress, the last few years did not maintain the same brilliant 
evolution, without showing a backward tendency; in 1962 alone we see 
that provincial department stores have progressed by 15.7%, Parisian 
shops by 14.3%, private businesses by 14% and Co-operative and 
branch stores by 13% only. However, these figures have merely an 
indicative value. 

The most modern form of distribution—“Self-Service” stores, super- 
markets, low-profit stores, etc., call for special study. Self-Service 
stores during these past few years have achieved a remarkable develop- 
ment: there were two in 1948, 1,663 in 1959, 1,795 in 1960, 2,000 in 
1961 and 4,305 in 1962, and this tendency seems to be continuing. It 
is the firms with branch stores which have, above all, made the biggest 
effort to introduce Self-Service methods. Large department stores and 
fixed-price stores followed later. Their problems were rather different— 
they had a smaller number of stores, but these were of larger dimen- 
sions. Private firms and Co-operatives have also begun this experiment. 


1 J. SAINDON, “Le commerce intérieur francais”, in Revue d’économie politique, 
July-Oct. 1963. 
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Recent statistics shows that among Self-Service stores 500 to 600 
markets have a floor space of between 120 and 399 square metres. It 
is estimated that in 1970 France will have 20,000 stores of this type. 
Supermarkets have also made their appearance. These are large-size 
Self-Service stores, with all the food departments, as well as a few 
non-alimentary counters. In 1960, 31 were in existence, in 1963 there 
were 259, and this rate has been maintained. The Co-operative Move- 
ment followed this path a little later, and more conservatively. The 
effort achieved in the last few years proved a determination not to be 
left behind. Another type of store has benefited by a huge publicity 
campaign; these are stores of the Leclerc kind—distributing centres 
considered by many as the most effective weapon of commerce, With 
all due reservation, there are 200 of these dealing in foodstuffs, 55 in 
textiles and five in footwear. There are also 21 stores of the Saveco 
type, low-profit shops functioning as the Leclerc centres do, more 
particularly in getting around fiscal legislation. Of the same type, 
25 Gro shops have been established through branch movement initiative, 
and five Inno-France stores. 

Mail order firms must also be mentioned (for example “Les Trois 
Suisses”, “La Redoute”, “Manufrance”, “Les Grands Magasins”, etc.), 
and their importance should not be underestimated. In several rich 
and well-populated modern countries mail order plays an increasing 
role in distribution; this is the case in America, and also in Germany 
where new firms like Neckermann and Quelle hold an important place. 


2. Study of the Cost of Distribution 


Distribution cost is the main issue. 

Various forms of business co-exist; they offer their products on 
similar or dissimilar conditions, but, as a rule, at different price levels. 

In this connection it is important to weigh up distribution costs as 
against purchasing costs, that is to say the time lost by the consumer 
in obtaining the products he wants. If we buy directly from the pro- 
ducer, there will be no distribution cost, whereas the purchasing costs 
may be very high. To be fair, one should compare the distribution 
cost with the value it represents and the facility it gives. 

The selling price of an article to the consumer is composed of three 
elements: the cost of manufacture, the distribution cost and the profit 
margin to the distributor. 

The price of a product may differ, depending on whether or not the 
distribution is well organised, and the profit margin high or low. 

Let us settle at once the question of distributor’s profit, citing two 
cases: either he has a monopoly or he has to face competition. In the 
first case he can easily make the profit he wants, but this is a com- 
paratively rare situation; on the other hand, if he faces competition, 
his profit will depend on his competitors’ aggressiveness. In any case 
he will attempt to get a return on the capital invested. 
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The actual cost of distribution is composed of three factors: 
(1) overhead charges; (2) personnel expenditure, and (3) public expend- 
iture, taxes, etc. 


It is possible to reduce distribution costs in two ways, either by 
reduction of overhead charges or reduction of personnel expenditure. 


Overhead charges include outlay in installation and functioning 
of services, depreciation of material, etc. It is possible to keep down 
experises by simplifying installation costs or by trying to achieve a 
greater sales volume, thus spreading the charges over a much higher 
turnover. 

It is possible to reduce personnel expenditure by paying low wages 
—a questionable method, and in any case less and less practised— 
or by organising the work in a better fashion. The working class 
wants an increasing rate of pay which will enable it to reach a higher 
standard of living. If this legitimate aspiration is to be realised, it 
is necessary to raise productivity in a way which will not result in 
an increase of prices and burdensome overheads. It is certain that in 
the field of distribution, the organisation of work has made no notable 
progress for a long time. 


There used to be a contradiction between mass production (well 
known for its effect in lowering cost prices) and distribution. The 
shopkeeper was acting as he did centuries ago, with gossip in the shop, 
queueing up, and fluctuation of personnel activity according to the 
number of customers in the shop. To improve this state of affairs, a 
method had to be found combining continuous work with a better 
utilisation of staff. Undoubtedly Self-Service has come up with the 
solution to this problem. 

Moreover, to increase output, it would be better to specialise the 
personnel and differentiate the working stations. From then on the 
sales volume of each shop would grow, permitting a more efficient 
working organisation. The answer lies in the large stores. 

It has been found necessary to introduce scientific organisational 
tactics into distribution, in the same way that they have been intro- 
duced, long ago, into production. 


A third way to reduce distribution costs is to act eventually on 
state expenditure. In the present situation, I think that it would be 
logical that Inland Revenue be neutral towards distribution circuits. 
Actually, this is not yet the case. Various forms of taxation exist, 
according to the distribution circuits, some of which are subject to 
local tax, others to local tax plus tax on appreciation, while others 
again escape through fiscal trickery. 


3. Modern Forms of Distribution 


We have already mentioned above the modern forms of distribution: 
they are Self-Service, supermarkets, popular stores (partly or wholely 
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Self-Service), so-called discount stores, what the Americans call dis- 
count department stores, and finally Self-Service distributing centres. 


These stores are based on a very simple working theory: 


(1) to force the customer to help himself, i.e. to delegate to him part 
of the salesman’s task, thus permitting a better utilisation of per- 
sonnel; 

(2) maximum use of the visual sales process, by showing more pro- 
ducts and so inciting the urge to buy the exhibited articles; 


(3) price marking, and a few added conveniences, such as the shopping 
cart or basket; 


(4) creation of pleasant surroundings through lighting, colour and 
music. 


A supermarket is a Self-Service store, offering a large variety of 
goods on the principle of “everything under the same roof”. This is 
an added service to the housewife, who is able to do all her shopping 
in the same place, and so save a lot of time. 


But it is obvious that supermarkets cannot be opened everywhere. 
All consumers cannot have a supermarket within easy reach. In a 
way it is for the consumer to be at the disposal of the supermarket. 
The setting up of such a place is only feasible in fairly populated 
areas. However it is true that people are much more mobile now than 
they were ten, 20 or 40 years ago, and that they will travel the more 
easily that they have added facilities such as parking space-—a rare 
and appreciable commodity these days. 


This shows the tendency towards business disspecialisation, this 
bringing together of businesses of different kinds in one and the same 
place. Food supply businesses were the first to be gathered together, 
and these were quickly followed by non-alimentary ones. Later the 
inverse order was used: in spacious premises a great number of non- 
alimentary goods were offered, and then some provision departments 
were added, to be used as bait. How was that conception reached 
based on the service to be rendered to customers, but mostly on the 
application of the compensated margin technique? This is the crux 
of the matter. 


The compensated margin technique consists of the offering of a 
window bargain in these stores, that is to say the selling of a certain 
number of articles at exceptionally low prices, in the hope that, once 
in the store, the client will not only buy the low-priced goods, which 
yield but a small profit, but also other articles with a higher profit 
margin. This technique is becoming increasingly widespread. 

From this study of modern forms of distribution, two kinds of 
elements emerge: some are positive and acceptable, such as improve- 
ment of the technique of distribution and rationalisation of work, 
tending to reduce the cost of distribution. The others should only be 
accepted with caution—these are the consumer conditioning techniques. 
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Let us examine these conditioning techniques more closely. As in ze 
many other fields great progress has been made in the matter of 
motivation studies. This is a technique the aim of which is to find 
out the driving power of the consumer, and to use this knowledge to 
direct his choice in a specific way. This action is the more dangerous 
in that the public is not aware of it. In an article dealing with a study 
on Consumers’ Defence Association, Mr. Meynaud 2, expert in pressure 
group studies, submitted the pertinent remark: “Let us go further. 
Psychological or social conditioning has a maximum efficiency when 
the subject has the impression of being free and making his own 
decisions. Given this, what he will swallow as sound judgment is only 
the result of a tremendous collective pressure, so evenly distributed 
that it becomes the invisible factor in his behaviour.” 


Modern kinds of distribution strive to use customer-conditioning 


=- techniques systematically. Mr. Trujillo, well known in the distribution 


business, says: “We must have self-service, One should have a sense 
of theatre in salesmanship. Dramatically low prices must be practised”, 
and Mr. Trujillo adds: “We slaughter ten prices and gain on the 
rest-—islands of loss in an ocean of profit.” 3 


In this conditioning technique, all sorts of methods will be applied. 
For instance much efforts will be expended on packaging. American 
experts, who have their faithful followers in France, state that the 
package must entice the women.* Mr. Gérard Stahl, President of 
Package Designers’ Council, ascertained that seven out of ten pur- 
chases are not deliberate ones, but are made on impulse induced 
precisely by the use of these techniques. 


Printers’ Ink Review, quoted by Vance Packard 5 asks how to create 
a kind of pavlovian reflex in the consumer, which will drive him to 
buy the same brand always. 


Mr. Colston Warne, President of the American Consumers’ Union 
emphasises the difficulty of the consumers’ role nowadays. In order 
to choose judiciously, he must be an expert. He is shown brands, 
models and varying prices; he is offered gifts, discounts and exchanges; 
he is presented with shifting quantities in often deceptive packages. 
This statement, applied to the American market, is equally true of 
France. 


In the United States, the Federal Trade Committee points out that 
numbers on labels are not prices any more, but publicity stunts, and 
the Consumer Reports assert that in the case of many articles, none 
but fools pay the indicated price. There is little or no correlation ` 
between price and quality. In this field, France is not yet at the United 
States level, but she is catching up. In any case, these methods call 
for great circumspection. 


2 J. MEYNAUD, “Groupement de défense des consommateurs”, in Hevue économique, 
Mar. 1961. } 

3 René Unricu, Supermarchés et usines de distribution, Paris, 1962. 

4 Vance Packary, L'art du gaspillage, Paris, 1962. : 

5 Ibid. ` | 
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4. Co-operation and Modern Methods of Distribution 


This short description of distribution, its structures, its ways and 
its means, will help us to understand more fully the consumers’ Co- 
operative position in the face of modern forms and methods. 


Due to rationalisation of the sales process, modern distribution is 
above all a mass distribution. I can agree with this objective. But as 
far as the consumers-conditioning techniques are concerned, Co- 
operation must necessarily have a more reserved attitude. At the 
beginning of this article I stated that Co-operation was at once a 
movement and a huge undertaking. 


As an undertaking Co-operation must play the role which Mr. 
Galbraith in his work American Capitalism, calls the countervailing 
power. Galbraith thinks that the competition of equally powerful enter- 
prises must continue if the customer’s liberty is to be safeguarded. 
He calis to mind, among countervailing powers which are valid in 
Europe, certain Co-operative forms, especially the Swedish and British 
Co-operative Movements. However, he thinks that in America, owing 
to the frenzied competition between the most powerful forms of dis- 
tribution, Co-operative countervailing power is unnecessary. I do not 
share his opinion. On the contrary, I consider that the creation of the 
countervailing power should be as much an objective of Co-operation 
as the enterprise itself. | 


As a movement, Co-operation must stand steadfast in its world 
concept: that of ensuring the consumer’s freedom, in the sense of pro- 
gress. It can reach this through information. It must continue and 
intensify its current action, using the Co-operative press to inform 
consumers to the best of its ability. It must not hesitate to bring 
pressure to bear on the civil authorities, so that the consumer may be 
more widely informed, and better served by modern and efficient ways 
of distribution from which he will benefit. In a very recent book, 
Mr. André Salmon 7, develops ideas very close to mine. “The respons- 
ibility of the State ‘towards consumers becomes very heavy. The 
disorganisation in this particular sector, the lack of common conscience, 
make it a duty for the government to give the greatest financial aid 
to the consumer organisations, in order to avoid irrational booms and 
distortions so prejudicial to the common interest.” This, let us 
remember; has always been the aim of the Co-operative Movement. 


Co-operation intends to fight deceitful, misleading publicity. A 
step towards this has been taken, since a law has been promulgated 
censuring, on paper at any rate, fraud in matters of publicity. There 
is plenty more to do in this field, as publicity, even when not deceitful, 
if swallowed in large doses, is a means of conditioning opinion against 


+ 


6 J.K. GALBRAITH, American Capitalism. The Concept of Countervailing Power, 
London, 1962.- 


7 A. SALMON, L'information économique, 1963. 
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which the consumer is practically defenceless. It pushes him to act 
in a way which is not always to his best interests. 


Co-operation must fight dumping of prices. In this sphere, com- 
promise is out of the question. An American author, a distribution 
expert, has expressed in a recent book on retail business in Europe, 
a completely different opinion on this point. According to him, it should 
not be deplored if businesses sell out at a loss, since the customer reaps 
the benefit. This is true on a short-term basis, but I cannot approve 
of it as a means of eliminating from the market those enterprises which 
need to balance their operations in order to survive, Temporarily, the 
consumer will have some satisfaction in buying an article at less than 
cost price but it can easily be understood that such processes could 
only lead to economic anarchy. We think that the government ought 
to intervene energeticaliy to fight price dumping by rigidly penalising 

those infractions constituting effective hindrances to free competition. 

In the field of struggle for the quality of products and information 
to consumers on the quality of these products, the Co-operative Move- 
ment has recently established a precedent. Two important societies, 
“les Coopératives de Lorraine” and “l’Union Coopérative Lorientaise”, 
have urged consumers to sign a mass petition demanding that the 
people be informed about the quality of the products they buy, 
especially in the field of textiles. A first result has been obtained; a 
new law has been passed stipulating that an exact description of 
quality be shown on the labels of articles. 


The man who is not informed or educated is not free. This is the 
reason why the consumer’s Co-operation, as a movement, will pursue 
this course of action permanently, and will use all the means at its 
disposal, including public opinion, to obtain protection of the consumer 
by the State. 


As we said before, Co-operation is also a large undertaking; what 
should its attitude be on this question? 


We are coming into the era of mass distribution, and the Co- 
operative Movement cannot hold aloof from this evolution. But at the 
present time 40% of the French population lives in centres of less than 
2,000 inhabitants. 

If, like private enterprise, which aims only at maximum profit, 
Co-operation wanted to set up new bases of operations, it is certain 
that it would try to set them up where it could organise mass dis- 
tribution without difficulty. But Co-operation is also a consumers’ 
association, and consequently cannot neglect those living outside large 
centres. If the Co-operative Movement must, on the one hand, organise 
mass distribution, and on the other serve consumers where they live, 
it would be understood that its action will become, little by little, 
diversified. So, progressively, appear two Co-operative sectors—mass 
distribution and individual distribution--and it is obvious that dis- 
tribution costs will vary in these two sectors. The cost of distribution 
when bringing a product out to the country, where sales are limited, 
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will be higher than the distribution cost of the same product when 
sold in a well-organised department store with a large sales potential. 
Under these conditions, the practice of fair prices, which is one of the 
Co-operative principles, will be that of price in relation to cost. And 
so, two forms of Co-operative enterprises are developing, both based 
on the same world concept, but applying different price standards 
according to the differing costs. Here is a serious problem for the 
conscience of the men responsible for the Co-operative Movement. On 
a technical basic, this variation of price presents no difficulty, but 
the practice sometimes hurts the militant co-operator in his credo of 
equality between all adherents of the movement. 


However, if Co-operation wants to constitute, effectively, that coun- 
tervailing power, ensuring the customer’s liberty, it must have the 
courage of its convictions. This being so, it must be remembered that 
the Co-operative Movement in its struggle, has a certain number of 
significant and weighty advantages: 


(a) First of all, it has its organisation, constituting both on the 
moral and the material plane, a powerful concentration of ways and 
means, On the moral side, it has ‘the “Fédération Nationale des coopé- 
ratives de consommation”; on the material side, “la Société Générale 
des coopératives de consommation”, a huge buying and production 
centre. 


This purchasing concentration is unquestionably a means of providing 
Co-operative stores with supplies on terms at least equal to those 
obtainable by the best organised distributors. 


Co-operative production has a double advantage: first it ensures 
good conditions for provisioning; a well-organised production under- 
taking offers the co-operators through the go-between of their head 
offices and their societies, goods on which production profit has been 
lopped off completely. Then: it offers consumers the choice between 
private brand articles and “Co-op” products. “Co-op” brand is a 
guarantee of quality. It covers articles which have been most care- 
fully made. The Co-operative Analysis Laboratory, creation of the 
Co-operative Movement, exerts an extremely rigid control, which inci- 
dentally, is fully encouraged by the civil authorities, 


(5) If the Co-operative Movement, in the area of distribution, does 
not yet have spectacular stores, it can nevertheless take pride in its 
warehouse organisation and stock-managing technique. A certain 
number of societies already have a very modern electronic management 
station, which assures them of a more careful management control and 
a more rational stocking. Co-operative warehouses, thanks to up-to- 
date handling techniques can, on the whole, ensure a valid distribution, 
which will easily bear comparison with the best wholesale business. 
Thanks to the high qualifications of the Federation’s associates, and 
to the exchange of service experience, the aitention of the directors of 
Co-operative societies is drawn to the evolution of techniques. Com- 
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parison with other enterprises favours and stimulates growing ration- 
alisation of material organisation. 


(c) The new tasks which confront Co-operation require a fully 
qualified staff. Here again, a remarkable. effort is being made by the 
Co-operative Movement to train its personnel. The Co-operative School 
organises all kinds of instruction periods, in order to better the 
capabilities of personnel in the discharge of their duties. 


The evolution of modern distribution presents a certain number of 
problems which should not be underestimated. To begin with, the 
problem of capital. The Co-operative Movement is against paying 
interest on capital, and, under these conditions, it does not appeal to 
the private investor. 


It must therefore count on sei nance to realise its objectives. 
I think that it should turn more towards public authority. There is no 
question of gifts, which the Co-operative Movement, careful of its inde- 
pendence, would never solicit, but of loans. These credits would permit 
it to carry on with its work of expansion. 


It has also a considerable need of men. This is a serious problem 
for two reasons: firstly, there are few men of real ability in the present 
labour market, secondly, Co-operation demands that these men be not 
only competent technicians, but also believers in the Co-operative ideals. 
However, this difficulty is certainly not insurmountable. 


In conclusion, I will say that the response of the Co-operative Move- 
ment to modern means of distribution is a positive one. Everything 
which helps to give consumers a better service, at better prices, has 
its approval, though not through dubious methods. 


. Co-operation is less an enterprise than a movement intended to 
liberate mankind: from the coercion imposed on it by that lack of 
information and education which puts it at the mercy of brain-con- 
ditioning techniques. In this connection, it should not hesitate to seek 
the help of public authority with a view to slowing down this brain- 
washing method. 


In a healthy competition Co-operation backs its own ente 
and accepts any challenge. In the world of today, progress is fast, and 
problems spring up as never before. The Co-operative Movement has 
taken on a very difficult task. But when I think back to the humble 
weavers of Rochdale, and when I see where the Co-operative Movement 
is today, I have to believe in it, in its capacity to. accomplish the 
positive effort which, by its very existence, bears witness to mankind’s 
resolute will to defend its economic freedom. 


SOME PROBLEMS RELATING TO THE ECONOMIC RECOVERY 
OF BACKWARD KOLKHOZES 


by K. KARPOV 


The text below is the complete translation of the 
article published by Mr. K. Karpov in the review “Kom- 
munist” (Moscow) in January 1964 (No. 2, pp. 48-57). 
Some excerpts have already been published by the 
occidental press. 


Written for Russian readers, this article is not 
distorted by propaganda intents. It brings to light some 
little known aspects of Soviet economy, especially the 
role of credit and the persistence of the rental pheno- 
mena, it discloses surprising social situations in a 
developed country. 


The Annals. 


The economic recovery of backward enterprises, with a view to 
bringing them up to the level of those in the vanguard, constitutes one 
of the main problems for the Party and for the State during the present 
stage of the development of the socialist agriculture. “Actually”, said 
Mr. N.S. Khrushchev to the XXIInd Congress of the K.P.S.S., “we must 
take another decisive step forward: ensure the full expansion of all 
kolkhozes and sovkhozes and bring their production to a level worthy 
of communism.” 


The most important role in the development of social production 
belongs to the means of production which constitute, according to the 
picturesque expression of Marx, the osseous, muscular and vascular 
system of social production. However, economically weak kolkhozes 
are still insufficiently provided with fixed productive funds. When we 
compare the most advanced enterprises with the backward economies, 
we notice, first of all, the fact that the former are the best provided in 
fixed funds. According to information given by C.S.U.1 the two most 
advanced kolkhozes had at their disposal, at the beginning of 1959, 
twice as much in fixed funds per 100 hectares (247 acres) of rural 
properties as had the lagging ones. It is easily understood that this 


1 Central’noe Statisticeskoe Upravlenie (Central Bureau of Statistics). 


182 K. KARPOV 





state of affairs enables them to establish their exploitation on a higher 
technical basis. 


The standard of mechanisation in vanguard artels is, on the whole, 
fairly high not only as regards farming but also in breeding. Livestock 
is intalled in good buildings equipped in modern fashion. The dwelling 
places of these artels are well provided with public and cultural 
services (clubs, kindergartens, schools and hospitals), which is very 
important in satisfying the cultural needs of kolkhozians, and conse- 
quently, young people are not tempted to leave the kolkhozes for the 
city. This way, maximum attraction plus the most effective use of those 
capable of work in the social economy is ensured. This gives a year- 
round, steady, high profit to kolkhozians. Taking eveything into 
account this explain the greater volume of agricultural production and 
the higher level of pecuniary profits in such a kolkhoz. 


‘But could every kolkhoz expect the same fixed funds as provided 
for the most advanced ones? Clearly it could not. Out of the resources 
available for total agriculture, a certain sum had to be deducted for 
the purchase of tools and equipment during specific periods, and not 
what was really needed for all kolkhozes. It goes without saying that 
preference, in the matter of means of production, was given to the 
sound and progressive economies. 


A greater affluence of fixed funds for some agricultural enterprises 
could frequently be explained not only by the strength of their financial 
situation, but also by the energy, the spirit of initiative, the knowledge 
and the experience of their leaders. Moreover, they could resist the 
incompetent guidance of certain local organisations which sometimes 
urged them to ignore the principles of well-balanced management. 


At the present time, there is no need to analyse the development oi 
“initial accumulation” in flourishing economies. Let us say only that 
in order to reach it, all possible means were used: specialisation in 
most profitable cultures, a régime of strict economy and long-term 
credits from the State. But the main factor is this: having created, 
during a specific period, relatively high productive funds, these exploit- 
ations have managed to lower considerably the cost price of their 
agricultural production. Therefore, the purchase price being uniform 
in certain given areas, it gives them the possibility to get steady profits 
and a high level of accumulation while ensuring a good work remu- 
neration for their kolkhozians. 


As we see it, the most essential conditions for the increase of 
agricultural production in vanguard artels can be defined as a higher 
figure in fixed funds (productive and non-productive), balanced man- 
agement and a high remuneration for kolkhozians. The logical con- 
clusion is to provide rapidly economically weak kolkhozes with the 
necessary fixed funds, to insist on a strict adherence to the principles 
of balanced management and to raise the kolkhozians’ remunerations. 


In accordance with the resolutions of the plenum of December 1963 
of the C.C. of the K.P.S.S., a powerful basis for industrial production 
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of mineral fertilizer is being set up; the equipment, tools, agricultural 
machinery and building materials are being improved. It is necessary 
to increase considerably and in the near future the furnishing of 
kolkhozes with spare parts for tractors and farm equipment, tyres and 
other technical products necessary for the good functioning of agri- 
cultural exploitations as well as to intensify the mechanisation of the 
stock-farms. 


Up to now, in most kolkhozes, manual work is still predominant 
in matters of milking, distribution of fodder and removal of manure. 
In many kolkhozes, a large part of the livestock is in obviously 
unsuitable buildings. Therefore, in spite of the rise in purchasing 
prices, expenses relating to the production of stock-farming products 
are not covered by the profits in many exploitations. In such invest- 
ment conditions in stock-farming, many kolkhozes must produce at the 
expense of other branches of production or they have to cut down the 
kolkhozians’ remuneration. 


The insufficient number of state building organisations in rural 
areas results in the fact that many constructions, large or small, are 
built with little regard to technical standards and often without any 
plans at all by what is called chabachniks.? In this line, the S.S.R. of 
Turkmenia deserves special mention: a short time ago, the State created 
a mobile construction enterprise, entirely mechanised and using 
industrial methods, responsible for erecting within the kolkhozes, 
buildings intended for stock-farming, workshops and stores. 


Long-term credit plays a much more important role when the 
problem of increased agricultural output demands a considerably 
extended investment in kolkhoz production, and where this investment 
has to be made without state aid. Nevertheless, the existing possibilities 
of long-term credit grants to kolkhozes come nowhere near the needed 
increase in fixed funds, while the State’s share in the provision of 
fixed funds diminishes from year to year. This state of things made 
itself felt, notably, after 1958. Moreover, the conditions for granting 
long-term credits to kolkhozes, credits intended to cover important 
investments, are actually such that they create artificial difficulties in 
their utilisation. 


The utilisation periods for long-term loans are markedly shorter 
than those of service and redemption of fixed funds granted to industry 
in the form of credits. For instance, in construction of buildings and 
installations, whose length of service varies between 50 and 70 years, 
kolkhozes obtain credits covering 15 years, redeemable from the fourth 
year. Credits for the purchase of tractors, harvester-thresher machines 
and other farm implements are granted for a five-year period, redeem- 
able from the second year, although these machines can be kept in 
exploitation for eight years or more. Thus, the average utilisation time 


2 Builders who work to finish as quickly as possible and to the detriment of 
quality. 
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of long-term credits for kolkhozes redeemed for the period between 
1950 and 1962 was only five years. 


It is obvious that such a short period of repayment of long: (ent 
credits creates a false indebtedness, and retarded payments, and 
deprives many ‘kolkhozes, particularly the financially weak, of the 
possibility of obtaining new credits. As a result, the financial charges 
of the kolkkozes, as far as long-term credits are concerned increase 
considerably, weakening the economic situation and bringing serious 
financial difficulties to economically weak kolkhozes. The economic 
development of weak artels is thereby artificially slowed down and 
they show more and more delay. 


This abnormal situation which is a result of the way credits intended 
for important works in kolkhozes are granted is also due to the fact 
that the Gosbank 3 in granting a long-term credit does not calculate it 
on the basis of the total cost of the work as it results from the project, 
but on deduction of the value of building materials and salaries due to 
kolkhozians working on it. How could this credit policy stimulate 
important works and develop the production of local building materials 
. in the kolkhozes? Many times, attention has been drawn to the necessity 
‘of giving efficient help to kolkhozes and sovkhozes, as far as the 
‘organisation of the production of local building materials is concerned, 
but these guiding rules have been badly applied on the spot. The 
kolkhozes have considerable difficulty in recruiting kolkhozians for 
important works because it is impossible to obtain credits covering 
manpower remuneration. 


In my opinion, in order to provide kolkhozes rapidly with productive 
funds, it is necessary not only to give them quickly and abundantly the 
needed materials and technical means, but also to create in rural areas 
a state building industry able to take on the important works in the 
kolkhozes; it is also necessary-to increase the share of long-term credits 
on the artels’ investments and to bring under regulation the utilisation 
time of long-term credits by abolishing all artificial limitations blocking 
the granting of credits intended to finance important works. It would 
‘even be rational to include the investments of the kolkhozes in general 
State Planning. . 


The remuneration of kolkhozians plays an important part when 
production development has to be stimulated. Under socialist conditions, 
and as long as work has not become a primary vital need, moral stimuli 
to work must be reinforced by material incentive. V.I. Lenine said that 
the edification of socialism must be based “not directly on enthusiasm, 
but with'the help of enthusiasm aroused by the great revolution, per- 
sonal interest and balanced management” (Works, i. 33, p. 36). 


Unfortunately, the objective economic law of socialism—share in 
function of work done—is not obeyed by a considerable part of the 
kolkhozian sector. Although the kolkhozes, which were at the beginning 


3 State bank. 
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small exploitations using mostly draught-horses, have become important 
economic structures furnishing high quality products and provided with 
modern equipment and machinery, the share or apportionment system 
has remained essentially the ‘same as the one determined by the 
Primernyj ustav sel skohozjajstvennoj since 1935. 4 


At the present time, relations between merchandise and money have 
become solidly implanted in the customs of the kolkhoz village. During 
the period 1953-62, for products other than foodstuffs, the expenses of 
a kolkhozian family have doubled, while expenses for cultural needs 
have almost tripled. In the village, the constant development of the 
merchandise-money relationship leads to a growing need of hard cash 
by kolkhozians, all the year round. Moreover, the increase of the 
wages Of workers and employees makes it necessary to raise the 
remuneration level of kolkhozians. Wherever these conditions were not 
respected, where workers were mostly remunerated in kind, where 
payments in cash were not made regularly and where the remuneration 
of kolkhozians did not correspond with those of workers and employees; 
in all those exploitations the participation of the kolkhozians in 
collective work was insufficient; a recrudescence of the desire fof 
private exploitation was observed as well as an exodus towards the 
cities of the working population. The consequence of all this was 
a slowing down of the rhythm of the growth of agricultural production. 


In the kolkhozians’ sector, the level of the remuneration of workers 
depends not only on the quality and quantity of the work done, but also 
on the amount of the production costs, of payments and compulsory 
deductions for the benefit of social funds. Moreover, the dates of 
payment of salaries are very arbitrarily fixed. It can be readily under- 
stood that an improvement in work productivity is practically out of 
the question so long as neither the rate nor the date of payment is 
guaranteed, 7 


It is true that during the past few years many kolkhozes have 
modified the share or apportionment principle which prevailed in 1935, 
and have adopted the guarantee of remuneration for work accomplished. 
At present, one-fifth of the country’s kolkhozes use this solution. 
Practice has shown the efficiency of this form of work remuneration. 
And, oi course, the essential lies not in the monetary form of payment 
(as some economists try to make us believe) but in the fact that at 
the base of this system is the guaranteed remuneration, at a level fixed 
in advance. It is also necessary to add that “detail” which guarantees, 
moreover, the dates on which remuneration will be paid. The final 
balance results in the complementary payment (either in money or in 
kind). Such a system of apportioning constitutes an effective factor in 
the increase of work productivity and hence, of the entire production. : 


Why is it that all kolkhozes have not yet adopted guaranteed 
remuneration? In some instances, the reason is that conditions of 


4 Statutory regulation of the agricultural artel. 


186 K. KARPOV 





transition towards this form of remuneration are not yet ripe. And 
yet, so long as the amounts and dates of payment remain unknown to 
the worker, the kolkhoz economy cannot recover and it will never be 
ready for the new system. It is my opinion that the main cause of 
the slow-down of this tendency towards the guaranteed work remuner- 
ation is the lack of regulations for the clear and precise presentation 
of this idea, and also the survival of out-dated forms of credit fallen 
into disuse a long time ago. 


Some economists, in dealing with the characteristics of guaranteed 
remuneration in kolkhozes, associate the solution of this problem with 
the establishment of wages fixed in advance for the accomplishment of 
such and such a task, and see in it the major condition of respect for 
the principle of material interest. Many kolkhozes, in appiying these 
ideas, and switching to the system of guaranteed remuneration, were 
satisfied to copy the methods practised in the sovkhozes of estimating 
the output and remuneration standards in relation to a specific piece 
of work, which means that they were basing remuneration on a job 
yet to be done, and not on the finished production. As I said before, 
although some kolkhozes were also giving supplementary remuneration 
based on probable total production over a given period, these attempts 
seldom reached their objective. 


It seems to me that the essence of the conception of a guaranteed 
remuneration is that the work be paid on the basis of the quantity 
and the quality of the production, or of the newly created value (of 
the total yield). Indeed, is it justifiable to make the remuneration of 
kolkhozians dependent on the work done? The object of apportionment 
can only be constituted by the total yield, that is to say the newly 
created value realised within the frame of the enterprise (or the value 
of the total production less material expenses). For this reason, if we 
want the apportionment to become really a stimulant to the increase 
of production, the work remuneration in the kolkhozes (and also in the 
sovkhozes) should be in ratio with the amount of the total yield. 


Some economists propose to give a specific percentage of the yield 
in cash and in kind to the work remuneration; others consider it 
rational to assign to it only the “legal” part of the cash revenue; others, 
again, would like to apply to the kolkhozes the norms and tariffs of 
work remuneration which are in force in sovkhozes. In my opinion, the 
economically justified system of work remuneration in kolkhozes is 
that where remuneration is arrived at by a specific predetermined per- 
centage of the realised total yield (that is to say the value of total 
production less material expenses). For example, taking the production 
level of a given artel, the amount of expenditure relative to the develop- 
ment of the exploitation and the payment of compulsory deductions, 
if it has been decided to allocate, let us say 70% of the total yield to 
the work remuneration, this percentage should be strictly adhered to 
(except, of course, in the case of cataclysm or catastrophe); in other 
words, for every rouble of the total yield realised by the kolkhoz, 
seventy kopecks will be assigned to cover the work remuneration of 
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kolkhozians. With such a system, kolkhozians will be interested not 
only to produce as much as possible but also to cut down production 
costs, since for each rouble economised, seventy kopecks will go for 
payment of their work, 


Of course, the terms of the apportionment of the total yield in some 
kolkhozes will vary in proportion with the volume of production, the 
exploitation expenses, the importance of fixed funds and capital in hand 
as well as the average level of remunerations existing effectively within 
each of these organisations. These terms could be maintained for two 
or three years, but they could also be modified annually provided 
everyone be aware of the percentage of the part of the total yield 
intended to cover the work remuneration of kolkhozians. This per- 
centage would have to be clearly defined, correctly calculated, eco- 
nomicaliy justified and strictly maintained for the whole financial year. 
In these conditions, the work remuneration becomes really a powerful 
stimulus of the production increase since everyone could anticipate a 
fair remuneration for the work performed for social production. 


Of course, while waiting for the harvest in exploitations devoted to 
cereal cultures or for an attainable production in stock-breeding 
kolkhozes where the amount of the total yield is. still unknown, advances 
on the remuneration due to workers will be made. The final balance 
will allow extra payment after determination of the exact amount of 
total yield. 


In view of those facts, it could be said that kolkhozians are in a less 
favourable situation than industrial workers; workers’ wages are not 
influenced by the hazards of manufacturing nor by the production 
sales, whereas the remuneration of kolkhozians depends on it. But a 
comparison of the practice of remuneration in industrial and agri- 
cultural enterprises is not possible. Indeed, labour performed by the 
workers in industrial enterprises is equivalent (on the whole) to the 
final result. While in agricultural production, based on natural and 
biological factors, the amount of work done, although part of the 
production process, is not equal to the final result. A specific amount 
of work could be assigned to sowing, but if that work be done too 
late or carelessly, the crop will not be abundant. The crop may be 
good, but if the work is not done in time or with the necessary care, 
the total harvest could be mediocre. On the other hand, it is possible 
to work as much or even less—but at the right time and with a lot 
of care the harvest will be much larger. This is why, in agricultural 
production, the collective responsibility towards crops should be more 
stressed than anywhere else. On the other hand, and also more than 
anywhere else, it is necessary to hearten and to stimulate the workers 
because of the prolonged exertion particularly strenuous during sowing 
and harvest time. During these periods, the well-organised work of 
the whole collectivity plays a decisive part, and in such a case, the work 
does not constitute only an accountable amount of individual effort. 
This is why, if thanks to its efforts, the collectivity has obtained a 
total yield higher than anticipated, it should be rewarded accordingly. 
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In my opinion, the increase of the kolkhozians’ material interest in 
the development of national economy is encouraged, above all, by the 
determination of the guaranteed portion of the total yield covering 
work remuneration. This is the way in which the work remuneration 
can be and must be guaranteed in all kolkhozes. 


As I said before, the way to guaranteed work remuneration is 
hindered by the upholding of old-fashioned and out-of-date contacts. 
between the State and the kolkhozes as far as credits are concerned. 
The experience of vanguard enterprises who have adopted guaranteed 
work remuneration has shown that the main factor of success is the 
creation of considerable mobile funds, assigned to cover advances on 
earnings. Consequently, in order to pay the guaranteed remuneration 
regularly, these enterprises had to provide for special mobile funds, 
without the help of the Gosbank, and this to the detriment of the level 
of work remuneration and the growth of the volume of fixed funds. 


In all enterprises, with the exception of kolkhozes, the regularity of 
the payment of salary is guaranteed by the regularity by which the 
earmarked credits are put at their disposal by the State. But kolkhozes 
have to face different conditions. A quick and adequate availability of 
short-term credits, a good organisation of the financial contacts 
between the kolkhozes and their related Gosbank agencies are 
extremely important for the successful working of kolkhozian pro- 
duction which shows strongly marked seasonal characteristics and 
requires substantial modifications of the technology of agriculturai 
labour depending on weather and other specific conditions. 


However, the existing organisation of granting short-term credits 
to kolkhozes does not allow, in practice, to fill completely and promptly 
the gap between the expenditure required by agricultural production 
and building up of necessary reserves on the one hand, and the income 
on the other. This results in a delay in payments due to kolkhozians 
and to the suppliers. This situation can only be explained by an 
imperfect understanding of the need for co-ordination between regula- 
tions governing credit grants to kolkhozes and the economic laws 
relating to commercial economy. 


At present short-term credits to kolkhozes are essentially effected 
through advances granted by the stocking organisations. Credits from 
the Gosbank to kolkhoses are only granted for payment of purchases 
of material and services rendered by third parties. This state of affairs 
dates back from before the reorganisation of the M.T.S.5 In those 
days, thanks to the productive help of the M.T.S., the kolkhozes had 
not to shoulder considerable production expenses; consequentiy, Gos- 
bank credits were not of great importance. ‘The reorganisation of 
M.T.S. which brought serious change in kolkhoz economy. have pre- 
determined considerable rieed for short-term credits in order to plug 
the seasonal gap between expenditure and income. At present, all the 


5 Machines and Tractors Centre for Mechanised Farming. 
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productive expenses fall on the kolkhozes while the regulation con- 
cerning the granting of credits by the Gosbank and stocking organisa- 
tions has remainded essentially the same. This brought about the 
reduction of the part played by credits (including M.T.S. expenses) in 
the building up of the resources of kolkhozes. When in 1957 the credit 
(plus M.T.S. expenses) represented 37.4% of the value of the com- 
mercial production of the kolkhozes, in 1962, credits from the Gosbank 
and advances from stocking organisations reached only 27.2% of this 
value. 

The present-day system of granting short-term credits to kolkhozes 
through the Gosbank and stocking organisations does not allow them 
to pay their kolkhozians on time. While in the sovkhozes overdue 
payments of money earned represent 3.7 to 4.3% of the annual man- 
power funds, in the kolkhozes these arrears reach 22 to 28%. Kol- 
khozians get their remuneration from three to three-and-a-half months 
after the work is completed. It is obvious that such delays undermine 
the material interest of the kolkhozians in the development of social 
economy. 

Contrary to what applies to sovkhozes and other enterprises, the 
wages paid by the kolkhozes to their kolkhozians are not considered 
by the Gosbank as an objective part of production costs. Therefore, 
kolkhozes can assign to the work remuneration during the seasonal 
period of low funds only part of the advances made by the stocking 
Organisations during the first and second quarters. For all the second 
quarter, kolkhozes have no credits for the work remuneration of 
kolkhozians and a considerable part of the amounts due to the workers 
must be postponed to the next year. In 1962 only 20% of the kolkhozes 
had adopted the method of monthly advances. The Gosbank does not 
even keep a record of the dates of payment to kolkhozians and the 
general ruling in this field does not extend to kolkhozes. In these 
circumstances, many kolkhozes are obliged to go to the bank several 
times a month to withdraw cash from their current accounts. 


Advances from stocking organisations constitute the major part of 
short-term credits to kolkhozes. These advances amount to 80% of 
the total short-term credits put at their disposal. The Gosbank comes 
into it for less than a fifth. The regulations enforced by stocking 
organisations for the granting of these advances are very complex and 
do not satisfy the needs of a normal development of production. 
Although the grant of credits to kolkhozes does not depend on the 
dates for which contractual conventions are concluded nor on the 
time limit or the importance of the advances put at their disposal by 
the many stocking organisations, kolkhozes are directly depended upon 
all these factors. When credits, in the shape of advances, are put at 
the disposal of kolkhozes, the rules are automatic: the principle is the 
same for all kolkhozes and all branches of cultivation, without regard 
to expenses, terms of production and dates of realisation of production; 
the advance is 30% of the value of purchased products and 60% of 
the value of the products delivered to stocking organisations. Under 
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these conditions, some kolkhozes do not receive the necessary credits 
while others get credits which are of no use to them. 


The major flaw in the present system of granting credits to kol- 
khozes lies in the fact that the dates on which the advances or the 
credits are made available do not correspond with the terms and the 
volume of expenses and productives reserves. The Gosbank does not 
take into consideration the fact that while the profits are divided, the 
all-year production has to be taken into account even if this production 
has not been sold yet but is due to be sold the following year after 
additional treatment or prolonged preservation. Consequently, part of 
the monetary obligations of the kolkhozes remains outstanding and it 
is usually the kolkhozians’ remuneration that remains in abeyance. - 


The same holds good when fodder is prepared and put into silos. 
During that period, the kolkhozes cannot obtain any credits on this 
basis neither from the Gosbank nor from the stocking organisations. 
The result is that the more a kolkhoz allocates funds and makes efforts 
to constitute fodder reserves, the less reserve it will have to remunerate 
the work of kolkhozians. 

The consequences of this mistaken conception of granting credits 
to kolkhozes can be shown in taking as example the kolkhoz Krasnyj 
Majak ® of the district of Gorodetzk, in the Gorki region. This enter- 
prise specialises in the production of long-fibre flax. The monetary 
income of the kolkhoz reached 565,300 roubles in 1962, of which 
353,000 roubles come from flax production; a considerable part of the 
production, up to a value of 313,000 roubles, could be finished only in 
1963. Because of this, at the end of 1962, the kolkhoz was behind in 
wage payments to the tune of 158,000 roubles, or more than half of 
the total remunerations for that year. Moreover, at the end of 1962, 
the kolkhoz had increased the fodder reserves up to a total of 94,600 
roubles as against 82,600 roubles at the beginning of the year (note 
that the total value of the stock-farming production reached 172,000 
roubles for 1962). The bank did not grant any credits to finance this 
operation. 

The system of granting credits for productive expenses of kolkhozes 
as it exists now has practically led to a weakening of the banking 
control by the rouble, Having given up the responsibility for payment 
and auditing of advances to the stocking organisations, the Gosbank 
which has the principal means of control over finances and credits, 
stood aside from the control of kolkhozes’ productive and financial 
activity. 

One question can be asked here: what is the share of the kolkhozes 
in the utilisation of short-term credits granted by the Gosbank? 
Statistics show that for the whole national economy, the indebtedness 
of the kolkhozes to the Gosbank and stocking organisations does not 
exceed 7.4 to 7.5% during high tension periods and 1.8% towards the 


6 “The Red Beacon.” 
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end of the year, for the total indebtedness at short-term for the whole 
national economy. It must be taken into account that the kolkhozes 
keep considerable amounts in persona! resources in the current accounts 
at the Gosbank and that these, in January, February, November and 
December exceed the sum of their debits to the bank (inclusive of 
debts resulting from advances). In 1962 the kolkhozes’ yearly average 
debt, taking into consideration the balance of their personal resources 
kept in current accounts, did not exceed 2.5% of the total short-term 
debts within the whole national economy. It is obvious that the 
restrictive conditions for the utilisation of short-term credits by the 
kolkhozes have created artificial obstacles to the development of 
agricultural production. 


It seems to me that the necessity to modify the regulations for 
granting credits to kolkhozes has been obvious for a long time. The 
advance system must be replaced by a system of direct bank credits 
where the seasonal overdraft resulting from productive expenditures 
and from the building of reserves will be covered by the credits put 
at the disposal of these enterprises by the bank. 


The M.T.S. reorganisation has marked a new stage in the contacts 
between the State and the kolkhozes: monetary dealings have become 
the basis of their economic contacts. Relations between kolkhozes and 
kolkhozians have also changed. In 1953 payments in cash represented 
only 40% of the earnings of kolkhozians, while in 1962 these payments 
reached 74%. Monetary dealings have become essentially preponderant. 
In these conditions, it is no longer possible to subordinate the dates 
of payment of wages to the dates of harvest. Monetary dealings 
demand regular payment of remuneration. If this is not done, kol- 
khozians will try to manage by selling the products of their auxiliary 
personal exploitation or by looking for work elsewhere. This is the 
reason for the diversion of productive powers to the profit of private 
economy and seasonal work outside the kolkhozes. 


Practice has shown the uselessness of administrative measures taken 
against the private auxiliary exploitations of kolkhozians. Nor can 
they stop the exodus of the working population from the kolkhozes. 
The only remedy is to establish just and fair economic contacts with 
the kolkhozes. Regularity in the payment of remunerations due to 
kolkhozians will stimulate their professional activity and will contribute 
to the growth of work productivity and to an increase in the volume of 
agricultural production, its: rentability and hence of the amount of 
their work remuneration. 


The policy of direct bank credits to kolkhozes will constitute an 
important contribution to the increase of the material interest of the 
kolkhozians towards the development of social economy and of kolkhoz 
economy, especially in the case of economically weak kolkhozes. it 
must be remembered that this is not a question of lost fund-loans 
granted for the development of agricultural production, but of making 
short-term credits available to kolkhozes as it is done in any other 
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enterprises, so that the kolkhozians can collect their due remuneration 
without waiting for the harvest and that the kolkhozes can afford the 
necessary expenses connected with the various processes of agricultural 
production. 


In my opinion, there are major faults in the system of income tax 
collection as far as the kolkhozes are concerned. At present, this 
system is not co-ordinated either with the possible revenue level or 
with the amount of net income. In the case of co-operative movement 
and public organisations which function on the principle of balanced 
management, income tax is based on profit, whereas in the case of the 
' kolkhozes it is based on gross income. 


It seems highly necessary to modify this regulation: net income 
should be taxed according to a graduated rate, evaluated on the 
possible revenue level: the tax rate will rise in accordance with the 
possibie increase in revenue. Income tax cannot be considered as a 
payment or as a levy for the use of land by the kolkhozes. For them, 
income tax is only a means of deducting a certain portion of the 
differential income through better production conditions while facing 
identical prices in a given area. In adopting such a regulation, the 
amount of tax will not be modified for the country as a whole, but its 
geographical distribution will undergo considerable changes which will 
benefit economically weak kolkhozes, 


The system of yearly insurance of kolkhoz culture, stock and goods 
also shows major shortcomings. The fact that kolkhoz insurance pre- 
miums constitute considerable receipts for the budget can be considered 
as abnormal. Even after the important modifications of 1959 of the 
regulation concerning the insurance of goods and crops belonging to 
kolkhozes, the Gosstrah ? profits, transferred to the budget, constitute 
a very large sum. For the last three years only (1960 to 1962) the 
Gosstrah net profits, coming from dealings with kolkhozes, reached 
26% of the total of insurance premiums. Yet, the kolkhozes are not 
sufficiently insured against cataclysm and catastrophes: for instance, 
the growing of cereals and all other field cultures is not covered against 
drought; orchards, vineyards and other plantations requiring years of 
attention are not covered against destruction (only orchard and plan- 
tation crops are covered). 


As it is at present, since kolkhozes are isolated trading economies, 
their insurance system should be a binding organisation which could 
bring substantial economic help to kolkhozes stricken by poor harvests 
or cataclysms. 


Agricultural cultivation should be covered against poor harvests; 
plantations against destruction; stocks, against epizootic diseases, 
cataclysms and catastrophes (fire, floods, etc.); goods and productive 
reserves, against destruction by disasters. Moreover, it would be 
rational to put regularly at the disposal of the Committee of the 


7 Abbreviation for Gosudarsvennoe strahovanie (state insurance). 
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Federated Republics the unexpended balance of insurance premiums, 
except the reserve funds, in order to bring extra help to kolkhozes 
specially stricken by cataclysms and catastrophes. 


Some part of the problems related to the economic recovery of the 
koikhozes’ production have been looked into; I have not deal with a 
whole series of other problems in connection with the best way of 
developing the economy of backward enterprises: improvement of 
the purchase price system, specialisation and concentration of pro- 
duction, improvements in auditing, betterment of planning methods, 
widening of the kolkhozes’ economical freedom. All these problems are 
equally important, all must be solved. 


In conclusion I would like to express some considerations about the 
future possibilities of the development of kolkhozes. The K.P.S.S.® 
programme indicates that as the productive forces grow, the unifying 
process of the economy will extend beyond the limits of isolated kol- 
khozes, and that gradually, because of the rational development of the 
economy, agro-industrial associations will be formed. At present, such 
associations are represented by some inter-kolkhozian organisations 
and enterprises in which 1.6% only of fixed and cash funds are pooled. 
Consequently, kolkhozes are still isolated economies having non- 
centralised economic management, Kolkhozes and sovkhozes, even if 
they have strictly speaking the same production management, are 
isolated one from the other. The administrative board has no material 
responsibility for the results obtained by their enterprises and has no 
authority over their economic activity. 


As conditions have been up to now, with regard to the management 
of kolkhozes, the co-operative nature of the organisation of the 
agricultural artel production, based on the internal democracy of the 
kolkhozes, is seldom taken into account and the kolkhozes are often 
deprived of the possibility of doing what they consider useful and 
necessary and what could most benefit the State, the kolkhozes and the 
kolkhozians since they are obliged sometimes to follow ill-considered 
but imperative directives. And it is the kolkhozians who have to bear 
the losses resulting from such directives. 


At this time, there is a strongly felt necessity to create, henceforth, 
state agricultural co-operative associations for production and dis- 
tribution, within the existing production’s administration, on the basis 
of the kolkhozes, sovkhozes and organisations of Sojuzsel hoztehnika. ® 
It would be logical to organise the management of such associations 
according to the principles applied to industrial enterprises and contact 
between the State and these organisations should be based on the 
principle of balanced management. The production management of 
such associations should have the right to distribute and to transfer 
the fixed funds as well as the cash funds from one department to 


8 Kommunisticeskaja Partija Sovetskogo Sojuza (Communist Party of the Soviet 
Union). 
9 Agricultural Technical Unions. 
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another. The possibility of transferring men and material from one 
sector to another in order to contribute to the smooth running of the 
agricultural labours, of concentrating manpower, material and tech- 
nical means in such or such a cruciali area, constitutes one of the 
main advantages of such an organisation. In order to guarantee 
fuli all year-round employment to all those able to work, as well as 
higher and steadier remuneration to workers, the associations should 
also include local enterprises of transformation of agricultural products 
and raw materials as well as manufactures of building materials. It 
would be best to establish near these associations a specific network 
of trading concerns to ensure the distribution of the production. 


In this article, I am not going to make an elaborate study of the 
economical relations between the State and these associations nor of 
the contacts between these associations and their workers and em- 
ployees, but I will run over the main ones. 


The prices paid by the State to the association for its agricultural 
production should be set at the average level of the actual buying and 
selling prices. These prices should be calculated on the basis of the 
total expenditures made by the State to purchase the agricultural 
production of the kolkhozes and sovkhozes. 


It would seem best to calculate the work remuneration, within the 
association, according to the general principles in force in all the 
branches of the national economy. However, it is the total income 
from the association’s enterprises which should be used as a basis to 
fix the work remuneration, and this from the lowest to the highest level, 
from the ordinary worker in an agricultural group to the president of 
the management committee of the association (or the administrative 
manager). Naturally, the level of work remuneration will differ in the 
various enterprises (departments) according to the true total income. 


_ In such an association, every worker will have an interest in 
contributing not only to the increase of production, but also to its 
realisation (sale), and as much in the scale of the association taken 
as a whole as for each of the various enterprises run according to the 
principles of balanced management. 


In my opinion, the setting up of state co-operative associations for 
the production and distribution of agricultural products will constitute 
an important step towards other kinds of progress in the development 
of agricultural production. Its result will be to increase the res- 
ponsibility of agricultural enterprises towards the development of 
national economy and it will bring new improvements to those pro- 
ductive and technical services which are essential to the smooth running 
of agricultural production. Moreover, the methods of granting credits 
to agricultural enterprises and the financial contacts in general will be 
simplified, the use of material, technical and financial resources will 
benefit from a greater liberty of action, the existence of a heavy and 
cumbersome inspection service within the production board, as well 
as within the party committees of these boards, will no longer be 


THE ECONOMIC RECOVERY OF BACKWARD KOLKHOZES 195 





necessary. In its broad outlines, the whole administrative system will 
move towards the production sector. 

As they grow stronger and their development progresses the state 
co-operative associations will form an entirety of the conditions suited 
to the creation of agro-industrial associations. 

The recovery of backward enterprises requires a complete reorgan- 
isation of the economic contacts existing between State and kolkhozes, 
and on the more or less successful solution of this problem mainly 
depends the progress of all kolkhozian economy and of all agriculture. 


THE TRAINING OF CO-OPERATIVE OFFICIALS 


by Paul LAMBERT 


On 8 to 14 September 1963 representatives of the French National 
Federation of Consumer Co-operatives, the regional grouping for 
French-Speaking Switzerland of the Swiss Union of Consumer Co- 
operatives, and the Belgian General Co-operative Society held their 
third seminar at La Roche-en-Ardenne, in Belgium. 


Definition of Co-operative Officials 


Mr. J. Vandersmissen, the managing director of the Belgian S.G.G., 
quoting Mr. Francois Jacquin, defined the term “co-operative official” 
as covering “all employees responsible for the assessment and imple- 
mentation of all or part of a co-operative institution’s policy”, 


One of the working parties in the seminar took the view that, for 
the effective achievement of the aims of a co-operative, “which must 
inevitably be fixed at the highest level”, co-operative officials should 
have “some latitude in the choice of ways of means of achieving that 
objective”. This idea was implicit in the phrase “responsible for assess- 
ment”, 


A co-operative official has by definition a measure of authority 
over some or all of a society’s staff. This authority may be direct (for 
instance, when employees are placed under his orders) or indirect 
(where his duties consist of advising a manager). In my view this 
authority is essential, for even an employee in a purely executive (as 
opposed to administrative) position has responsibilities, and it is 
desirable that he should assess the performance of his duties and act 
on his own initiative. 

Many attempts have been made to give an exact definition of the 
term “co-operative official”; none of them has been entirely successful. 
The highest-level official is clearly the managing director; but the 
bottom level, at which the cadre of officials begins, is invariably 
determined empirically by custom and usage. 


1 The record of proceedings of the seminar was published earlier this year under 
the title La formation générale technique et coopérative des cadres (Brussels, S.G.C., 
1964). ‘The first two seminars were held at Muttenz (Switzerland) in 1959 and at 
Concarneau (France) in 1961. 
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Why Has the Problem of Co-operative Officials Become of Universal Interest 
at the Present Time? 


During the seminar the factor which had awakened a general 
interest in the status and problems of co-operative officials were 
clearly defined. They are: scientific and technical progress; the increase 
in the size of individual undertakings; and social progress. 


Technical and scientific progress is increasing considerably the 
relative importance of skilled workers. This trend is a welcome one: 
it suggests that one day, when automation becomes generalised, mc_. 
workers will be controllers and repairers of machinery or supervisors 
—in other words their work will have an intellectual content. One 
might even anticipate the end of employment in repetitive assembly- 
line operations. 


Obviously, as an undertaking grows bigger it requires a larger 
corps of supervisors. 


One of the main consequences of social progress has been the 
improvement in the status of the worker as an individual. The man- 
agement of an undertaking needs more and more understanding and 
persuasive abilities. As Cavour once said: “Any fool can govern during 
a siege.” Today, however, intelligence is needed to manage an under- 
taking. 


The Co-operative Movement în the Three Countries 
Represented at the Seminar 


Mr. R. Ramaekers, the secretary-general of the S.G.C., outlined the 
findings of an inquiry carried out in co-operative societies in the three 
countries represented at the seminar. Some of the salient facts are 
given below: 


TABLE l. AGE DISTRIBUTION OF CO-OPERATIVE OFFICIALS 


(Percentages) 
Age group France Switzerland Belgium 
Under 30 ........ 4.2 9.3 1.7 
30 to 50 sura 51.2 61.1 36.9 
50 to 60 er 29.9 21.2 45.7 
60 to 65 ......... 14.7 | en 8.4 | Se? 15.6 Gg 


TABLE 2. LOYALTY TO THE SOCIETY: PERCENTAGE OF OFFICIALS WITH 
OVER 20 YEARS’ SENIORITY 


France Switzerland Belgium 


53.0 % 25.9 % 68.5 % 
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TABLE 3. LEVELS OF ACADEMIC ATTAINMENTS 


(Percentages) * 


France Belgium gina si 
University standard ........... 7.5 7.0 23.0 
Higher matriculation standard .. 13.3 22.5 41.7 
Lower secondary standard and 
self-taught persons ........ 64.7 70.5 35.5 


* No figures available for Switzerland. 


It will be observed that the age structure of the cadre of officials 
is most top-heavy in Belgium and quite top-heavy in France. Switzer- 
land is the only country in which there is a clear majority of relatively 
young officials. 


The percentages of officials who have not even achieved higher 
matriculation (baccalaureat) standard is extremely high in both France 
and Belgium. During the seminar Mr. Faucher, the head of the 
Education and Propaganda Department of the French F.N.C.C., 
speaking on this subject, stated that “the movement must discard once 
and for all the prejudices with which it is riddled, and in particular 
its prejudice against university graduates”. Similar conclusions are 
to be found in the Gaitskell report on co-operative societies in Great 
Britain, which was published a few years ago. In that country too the 
relative stagnation prevailing in the co-operative movement is con- 
sidered to be partly due to the very small percentage of graduates in 
the corps of officials. 


Obviously, university graduates may be prejudiced just as much 
as non-graduates. A university graduate owes it to himself to treat 
his degree as a stroke of good fortune which carries with it certain 
special responsibilities; he must remember that fundamental character- 
building does not take place in the classroom and must learn that 
certain self-taught men, particularly in the working-class movement, 
are of the highest rank considered as individuals. The non-graduate, 
for his part, must eschew all feelings of superiority or inferiority. 
What matters about a man is what he achieves with the knowledge, 
great or small, he has gained from his teachers. 


As education and training becomes more generally accessible, the 
number of persons with higher education will increase by a natural 
process. There are many people in senior positions in undertakings 
today who, in spite of their intelligence, were prevented by poverty 
from obtaining higher education. However, cases of this kind are 
becoming rarer, and further progress is to be expected. 
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Training Outside the Framework of the Co-operative 


Mr. Vondersmissen and Mr. H. Dietiker, the head of the Co- 
operative College in Muttenz, spoke on the scholastic background 
required by co-operative officials and on education syllabuses and 
methods. Mr. Vandersmissen spoke of “the need to revise training 
programmes (even in higher and university education) and to prepare 
pupils for managerial posts in business”. Many teachers share this 
view, and, in fact, much is being done to meet the need. To quote 
only one example: the ‚University of Liège recently established two 
committees; on the basis of the recommendations of one of them a 
school of business management was established, while the other has 
undertaken a complete overhaul of the entire system of training and 
examinations for the economics degree.? The committee considered 
that the teaching was “too academic” and that there were too many. 
formal lectures and recommended that there should be many more case 
studies, investigations, observations and research projects. 


In fact both forma! lectures and practical exercises are necessary. 
H is impossible to analyse and comment on an actual case without 
having previously acquired a body of knowledge which can only be 
obtained from lectures. Similarly, intelligence can only be developed 
by the study of theories and by practice in conceptual thinking. Once 
sufficient facility in these two fields has been acquired, the pupil 
should be made to carry out a large number of practical exercises. 
This raises the problem of filling responsible posts in higher and 
technical education. Here too, considerable progress has been achieved 
and more has to be expected. 


On-the-Job Training; Duties of Societies 


The officials of a co-operative society are appointed either from 
outside or by promotion of persons already in the society’s employ. 
In Belgian societies a quarter of all “official” posts are filled by 
recruitment from outside and three-quarters by promotion from within; 
in French societies the proportions are exactly the opposite. 


Whatever the method of selection used, the personal and financial 
position of co-operative officials must be codified in advance. The 
financial terms of their employment must be generous. The best prin- 
ciple for the determination of an employees pay that I know was that 
of the Saint-Simonians: “to each according to his abilities; to each 
ability according to his work”. Admittedly, due account must be taken 

of actual ‘need; even the least skilled worker must be paid enough 


2 An Act was recently passed in Belgium granting state universities greater 
autonomy than they had in the past and permitting a EES speeding-up in the 
reform of training programmes. 
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to satisfy his needs. But above this bottom level there must be a 
proper salary scale, not only as an incentive but also as a matter of 
common fairness. If the co-operatives were to allow their best elements 
to be lured away by other undertakings offering higher pay the move- 
ment would be doomed to ruin. It is also important that officials 
should be informed of their career prospects both in the individual 
society and in the movement as a whole. For this reason, Mr. R. Gery, 
the head of the technical department of the F.N.C.C., proposed thai 
each society should have a “dynamically planned organisational 
structure”; in addition, all present were of the opinion that the Fede- 
ration should build up a card-index of co-operative officials with 
nation-wide coverage. 


The personal status of co-operative officials should be clear from 
the very beginning. One of the speakers (Mr. Baptist, the Secretary 
of the Belgian Distribution Committee) gave the participants excellent 
advice in the following terms: 


“Every effort must be made to ensure that the new recruits are 
given work corresponding to their status as co-operative officials, and 
their training must concentrate above all on the art of giving orders 
and making decisions.” 


To act otherwise would be to allow valuable human material to 
go to seed. If an official is allowed to fall into the habit of acting 
solely in accordance with instructions it will be impossible to induce 
him fo act on his own initiative when the time comes for him to do so. 


Speaking on the subject of training within the society, Mr. Baptist 
began by observing that “scholastic training, no matter of how high 
a level, is totally inadequate”. This is true. However, the blame does 
not lie with the schools. It is not and cannot be the task of the 
educational system to prepare young persons for a specific task in a 
specific undertaking. The school must give the pupil a basic training 
and inculcate in him the ability to work on his own and to adapt 
himself rapidly. A period of on-the-job apprenticeship in the under- 
taking itself will always be necessary. When I visited the Vickers’ 
factory a few years ago I was told that during the first three years 
of his employment there no engineer was assigned any working res- 
ponsibilities; he was paid solely to improve his knowledge and ability 
in particular fields. 

One point on which particular stress was laid during the seminar 
was the importance of giving employees—in the words of Mr. Van- 
dersmissen—“time and opportunities ... continually to’ keep their 
knowledge up to date”. It was urged that the necessary financial 
resources should be made available to enable all officials to attend 
from time to time study group meetings organised by various bodies 
and particularly those organised by the co-operative movement itself. 


The manager of a co-operative must be a teacher as well and must 
weld his subordinates into a team acting as one. Mr. Gery suggested 
that a manager should encourage his subordinates to take an interest 
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in “more general” questions, while Mr. Vandersmissen suggested that 
he should encourage them to study: the achievements of collective 
economy. I particularly appreciated Mr. Vandersmissen’s reference to 
the work of the ICRICE and to the Annals of Collective Economy, 
founded by Edgard Milhaud. 


Mr. Faucher pointed out that the older and the younger generations 
must learn to understand each other’s problems in the same way as 
graduates and non-graduates. An elderly manager is sometimes so 
afraid that his younger subordinates will make mistakes that he refuses 
to allow them to act on their own initiative. But it is better that they 
should make mistakes sometimes than that they should cease to be 
entrepreneurs and become mere administrators. Young people, on the 
other hand, tend to believe that their elders are creatures of habit and 
routine and are very surprised when they discover that older men are 
often more intelligent than they realise. These prejudices can only 
be overcome by contact and frank discussion. Repressed problems are 
hidden dangers. 


What Kind of Training? 


The training of co-operative officials obviously includes a certain 
amount of training in techniques which will be encountered in training 
in any type of undertaking. In fact, a great deal is said in training 
in these fields in manuals on co-operative organisation. 8 


However, as Fauquet pointed out in his book Le Secteur coopératif, 
a co-operative society requires by its very nature a particular type of 
management, An outline of the main functions of undertakings and 
of the particular way in which each has to be dealt with by co- 
operative societies follows. 4 


poteren 


3 See in particular RH THOMAS: Gestion des coopératives (Paris, les Editions 
d'organisation, 1958) and T.E. STEPHENSON: Management in Co-operative Societies 
(Kingswood, Surrey, Bookprint Ltd.), 1963. A book which deals with the subject in 
more general terms is Co-operation: A Workers’ Education Manual (Geneva, I.L.O., 
1956). On the management of undertakings in general — with particular reference to 
capitalist undertakings — see Jean CHEVALIER: Organisation (Paris, Dunod, 1953, 8th 
edition, 2 vols.) and Michel Huser: Cours de statistique appliquée aux affaires, Vol. Vi 
“Statistiques d’entreprises” (Paris, Hermann & Co. 1948). Another general management 
manual (which, however, is concerned mainiy with nationalised undertakings) is Charles 
CORBIN: Financement, auto-financement et administration des grandes entreprises (Paris, 
Dalloz, 1934), A specific aspect of organisation of particular importance is dealt with 
in European Productivity Agency: Measurement of Productivity (Paris, OEEC, 1955; 
2 vols.). Another book dealing with specific problems with particular reference to 
co-operatives is R. WILSON: ‘Comment former les directeurs de superettes et de 
super-marchés”, in Co-op informe et documente, 1964, No. 1, pp. 22 to 25. 


4 The following is based on the list of functions of undertakings given by Fayol 
in his book Administration industrielle et générale (1916) and the list drawn up by 
Michel Huber (op. cit.), which differs slightly from Fayol’s. The list of functions 1 
give here differs from both; in particular, I consider the educational function to be 
peculiar to the co-operative movement. 
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1. Commercial Functions: Purchases, Sales, Keeping of Stocks. 


- As the co-operative movement is concerned with the provision of 
services rather than the earning of profits, the price policies of co- 
operatives will tend to be designed to influence markets in such a 
‘ way as to prevent increases in the cost of living. Policies of this kind 
have often proved effective during periods of shortage or when the 
co-operatives have given their active support to governmental policies 
designed to check inflation, or in campaigns to break monopoly 
strangleholds of the kinds which have taken place in Finland and 
Sweden. The problem of maintaining stocks is particularly complex 
in co-operative societies as, to maintain the loyalties of certain 
members, articles which are not big selling lines but which those 
members buy regularly must be kept in stock. 


2. Technical Functions: Production, Choice of Raw Materials and 
Equipment. 


These functions have no aspects peculiar to the co-operative 
movement. 


3. Training of Staff. 


Many writers consider that the training function is really a 
technical function; however, I attach so much importance to it that 
I have decided to treat it separately. It is the function of co-operatives 
to reconcile the legitimate interests of the consumers they represent 
with the equally legitimate interests of the producers from whom they 
obtain their supplies. If a co-operative becomes too exclusively con- 
cerned with the interests of the consumers it will tend to oppose any 
increase in the wages and salaries it pays. 


However, it is only right and proper that there should be equal 
pay for equal effort, even in sectors such as the distribution sector, 
in which the rate of increase of productivity is considerably lower than 
in industry. Moreover, the boards of co-operative societies have 
included staff representatives for many years, and the relations between 
the co-operatives and the trade union movement are often extremely 
close; one even hears of cases (for instance, in Belgium) where the 
co-operatives have encouraged their employees to form unions. 
Naturally, such an attitude assumes that the trade unions will not 
take unfair advantage of their position to demand concessions from the 
co-operatives which they would be unable to obtain in sectors in 
which they are but weakly represented. The whole of co-operative 
ideology requires the introduction of what many years ago the Inter- 
national Co-operative Alliance decided to call “model working con- 
ditions”. Co-operative officials will remember that security offers an 
incentive to higher output; that the dignity of labour is an aim in 
itself; that the concept of joy in work originated in the co-operative 
movement in the mind of no less a person than Fourier; and, lastly, 
that the prosperity of the undertaking depends on the degree to which, 
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as Veblen would have said, its employees take a pride in their work 
and instinctively feel that they have done their work well. 5 


4. Financial Functions, Raising of Money, Investment. 


In this connection the peculiar position of co-operative societies 
gives rise to a major advantage and a major disadvantage. The dis- 
advantage is that co-operatives cannot hope to attract large-scale 
capital sums as they have neither profits nor power to offer in return. 
The advantage lies in the fact that the society’s customers are its 
members and that they are extremely numerous; this means that it 
can count on financial support on a small scale from each one of a 
very large number of people. In any case, where co-operatives have 
formed insurance and savings institutions within their federations they 
have their own machinery for obtaining the finance they need. 


5. Accounting Function. 


There is no aspect of this function which is peculiar to the co- 
operative movement. 


6. Educational Function. 


One of the things of which the co-operative movement can most 
justly be proud is the fact that its educational work extends not only 
to its officials and its members but to all its employees and all its 
consumers. In the very first by-laws they drew up for their society in 
1844 the Rochdale Pioneers specifically included education among their 
aims and purposes. Once they had overcome the difficulties of getting 
established they opened a newspaper reading room, a library, a school 
for adults and one for children. When the society revised its by-laws 
in 1854 it added a provision that thenceforth and for all time 22% of 
the profits would be set aside for educational purposes. Out of curiosity 
I have made some enquiries into levels of education among Belgian 
workers at about the same time. I found the information I wanted in 
an inquiry carried out in 1846, covering 306 industrial establishments 
employing a total of 14,313 workers. The distribution was as follows: 


UN d EE 9,274 
Able to read only ............ 3,571 
Having mastered the “three r’s” 1,468 

Total .... 14,313 


Thus co-operation was acting where the State had failed to act. 


7. Administrative, Directorial and Managerial Functions within the 
Undertaking. 


Fayol summed up these functions admirably in five participles: 
anticipating, organising, ordering, co-ordinating and controlling. Today 


5 Contrary to general belief, human relations may be better in large undertakings 
than in small ones. On this subject see Lyman W. PORTER: ‘Where is the Organi- 
zation Man?”, in Harvard Business Review, Nov.-Dec. 1963. 
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the function of control is based on departmental and general statistics 
(budgetary control), and any differences between estimates and achieve- 
ments are immediately visible. What differentiates the co-operative 
movement from other forms of enterprise in this respect is the demo- 
cratic basis of power within the movement, This system offers the 
great advantage that the powers granted to leaders of co-operative 
societies are never subject to challenge. But there is also a danger, 
namely that the machinery of democracy may not function properly. 
If democracy precluded the proper conferment of authority it would 
be ineffective and consequently undesirable from the point of view of 
general policy as well as from that of the society itself. The members 
of the board of a society must think of themselves as liaison agents 
between the membership and the management; they are responsible 
for fixing the society’s policy and supervising its managers, but they 
must refrain from interfering in the measures taken to give effect to 
the policies they have decided upon. If the managers are prevented by 
petty interference from taking responsibility and acting on their own 
initiative, they will cease to be entrepreneurs and become mere admi- 
nistrators. The managers must be judged solely on the basis of their 
achievements. Fortunately the spirit of enterprise is not confined to 
the capitalist sectors of the economy; there are also large co-operative 
and publicly owned undertakings. 


Obviously co-operative officials must be given training in specific- 
ally co-operative subjects such as the principles, the history and the 
worldwide role of the co-operative movement, In addition their general 
education should not be neglected; they should be given facilities for 
further study not only in economic and social problems but in literary, 
artistic and musical fields of their own choosing. As they broaden 
their education they will, become happier as persons and they will 
be able to extend their interests further. 


All the foregoing admittedly presupposes a desire for self-improve- 
ment on the part of the officials themselves. It is useless for a society 
to offer additional facilities and incentives to persons who have allowed 
themselves to lapse into intellectual sloth. 


The Trump-Card of the Co-operative Movement 


The co-operative movement is particularly fortunate from the 
point of view of attracting the best elements among the younger 
generation to seek employment within its ranks in that it represents 
a great ideal. Today one cannot expect to attract young people by 
offering merely financial benefits. A call for devotion and loyalty to a 
great cause will always bring a response; and the cause of co- 
operation is one of the greatest in the field of human endeavour today. 


NOTES AND MEMORANDA 


An Analysis of the Concept of Collective Economy Seen 
from a German Standpoint 


The following note is a summary of the contribution by Professor Hans 
Ritschl, of Hamburg University, to the 48th edition of the Encyclopaedia ot 
Social Sciences (Handwôrterbuch der Sozialwissenschaften) 1 on the subject 
of “collective economy” (Gemeinwirtschaft). 


Professor Ritschl begins by recalling the different meanings attributed to 
the term Gemeinwirtschaft by German-speaking economists. 


About half-way through the 19th century B. W. von Hermann used the 
term to define a unit (such as a family or a monastery) in which the lives 
and the possessions of the members were entirely under the contro! of the 
community. In 1854 Wilhelm Roscher began to use the term in a broader 
sense to include co-operative and mutual-aid economic systems, the economic 
activities of the central government and local authorities, and even economic 
activity in general. Adolph Wagner, on the other hand, refused to accept 
the thesis that all economic activity is a manifestation of the community spirit. 


A. E. F. Schäffle, writing in 1867, was the first to speak of a collective- 
economy system as opposed to a private or capitalist economy organising 
factors of production for purposes of profit. His definition of Gemeinwirt- 
schaft was “an economic system operated for the common benefit of a number 
of persons; in addition it was “a system of economic management controlled 
by the constitutional organisations of the community or personified form of 
the institution’. Occasionally it is an organisation calling for voluntary 
devotion or self-sacrifice. Schäffle makes a distinction between voluntary 
associations (associations of public utility, foundations, co-operative societies) 
and associations of a compulsory character (organs of central and local govern- 
ment, miscellaneous corporations). 


Thus Schäffle’s theoretical concept of Gemeinwirischaft was confined to 
economic activities undertaken by public authorities as a complement to the 
activities of the market economy. 


A question arises of whether collective economy should be taken to 
include the co-operative sector — i.e. the group of voluntary collective 
economy associations — if Schäffle’s definition is accepted. The writers who 
would like to see the whole of the private sector taken over by the co- 
operative movement (R. Wilbrandt, O. Schambor, S. & B. Webb, H. Everling) 
treat the co-operative sector as an integral part of Gemeinwirtschaft. 


1 Stuttgart, Gustav Fischer; Tübingen, J. S. B. Mohr (Paul Siebeck); Göttingen, 
Vandenhoeck & Ruprecht. 
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After the First World War a number of authors (W. Rathenau, R. Wissel, 
W. von Moellendorf), in their writings on the extension of the wartime economic 
system and the possibility of planned economic reforms, began to use the 
word Gemeinwirtschaft in a new sense. The plans they put forward provided 
for the organisation of the main sectors of economic activity within the 
framework of central and occupational federations. The system as a whole 
was to be based on the will of the community and the principle of independent 
management for each unit. Some of the writers left substantial areas for 
private initiattve, others, such as Rathenau, recommended the socialisation 
of all means of production, and others again (such as Ballod and Neurath) 
made no distinction between Gemeinwirtschaft and totalitarian planning. 


Lastly, some economists attached meanings of their own to the word 
Gemeinwirtschaft. Von Tyska, Sombart and Brauer used it as applicable 
solely to publicly owned undertakings. Others, such as Elster, Halbach and 
Vershofen, used the term to designate the market economy itself as a system 
in contrast to the economy of the isolated unit. After the Second World War, 
during the discussions on economic reform in the Federal Republic of 
Germany, writers such as Koch and Klabunde used the term to designate 
socialised undertakings with economic autonomy. 


It should be mentioned in passing that under existing German legislation 
Gemeinwirtschaft does not necessarily imply public ownership. 


The author then approaches the concept of Gemeinwirtschaft in a more 
analytical fashion. 


The term applies to organised institutions operating under the direction 
of a central agency which aims, not at earning a profit, but at providing 
a service or services to a collectivity. Collective economy considers it a duty 
to meet its own needs for what Professor Weisser describes as “the needs 
of other economies it is required to cater for”. Where the term is applied 
to an economic system in its entirety, that system cannot include profit- 
making undertakings, all of which taken together make up the market economy. 
Today the term Gemeinwirtschaft is frequently used as the antonym of “market 
economy”. 


Strictly speaking, Gemeinwirtschaft receives its instructions from the 
community as incarnated in the State, local authorities and publicly owned 
undertakings and institutions. The community spirit is its foundation. Its 
ownership system can be described as follows: 


1. There is collective ownership of assets in the smaller collective units 
which are at the same time communities from which the individual members 
draw a living. 


2. Collective ownership is characteristic of Gemeinwirtschaft as practised 
by the larger political and .religious communities whose activities do not 
take up the entire lives of their members. 


3. Partial public ownership is encountered in certain sectors to permit 
public collective economy to act as a restraining force on private economy. 


` Gemeinwirtschaft is not merely a method of organisation applicable 
indiscriminately to all situations. 
Compulsory collective economy (Zwangsgemeinwirtschaft) — the economic 
system in use in totalitarian States — is a debased form of collective economy 
which should not be confused with the genuine forms, as it lacks two of the 
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fundamental elements there — it is not democratic and it is not free, for it is 
based on coercion. 


Ritschl then goes on to consider the different forms of collective economy. 
A collective economy may be closed or open. It will be closed where the 
system can meet its needs from its own production. It will be open where the 
system has dealings with other systems. 


He distinguishes between small-scale and large-scale collective-economy 
systems. 


A small-scale collective-economy system may be either open or closed. 
If it forms an integral part of the market it may in its dealings therewith 
allow itself to be guided by profit-economy principles. If it receives financial 
support from public funds it comes within the province of public collective 
economy, which is a large-scale system. 


Among the large-scale collective-economy systems we find a variety of 
different organisational patterns — the village, the city, the State. Where 
the entire economy is collective in character the system is a closed one; 
where the collective system operates alongside a private system it is open. 


One may imagine economic units as being all small-scale collective-economy 
units interrelated with one another either through the mechanism of the 
open market or under a system of planning, in which they would operate 
alongside a collective-economy system controlled by the public authorities 
and performing tasks lying within the province of the central and local 
governments. 


The author describes a number of different types of small-scale collective- 
economy units-— monasteries, the Moravian Baptist settlements?, the com- 
munities of Moravian Brethren at Herrnhute, the kibbutzim in Israel, the Ejidos 
in Mexico 8, and co-operative societies. 


Can co-operatives of the types encountered in the West be considered to 
be collective-economy units? Strictly speaking, the only types of co-operatives 
providing actual services are consumer and housing co-operatives. On the 
other hand agricultural and handicraft purchasing co-operatives and also 
marketing and sales co-operatives provide services to profit-economy units 
but are not themselves profit-making undertakings; they seek to do no more 
than cover their costs and return any surpluses they earn to their members. 
The main guiding principle of co-operatives is mutual aid rather than the 
general welfare. The author’s conclusion is that it is preferable to treat the 
co-operative sector as a separate economic system existing side by side with 
the collective-economy system ‘operated by the public authorities and with 
the market economy. 


In the countries of the free world the collective-economy system con- 
trolled by the public authorities is an open one; it has dealings with the 
market economy whose activities it was established to supplement. It is 
controlled by the political authorities of the community concerned. The 
fundamental factor to be taken into account here is the sense of belonging 
to the community which each of its citizens has. Although the authorities 
sometimes take steps to force recalcitrant members of the community to 


2 Religious sects of the 16th, 17th and 18th centuries organised on a voluntary 
basis on communist lines. 


3 Co-operatives organised in a fashion similar to kolkhozes in the USSR but on a 
voluntary basis. 


8 
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fulfil their obligations towards it, the principle that membership is u 
is paramount, as every citizen has the right to. emigrate. 


The public economy is a service economy; it exists to Satisfy some of 
the needs of its citizens. In exchange for the benefits it gives to all it 
levies from each individual a financial contribution in the form of taxes. 


Unlike the market economy public collective economy is a planned economy. 
The: budget within which it has to operate is approved by the legislature. 
The moveable and immoveable assets of these units constitute a mass of 
collectively-owned assets; so far, however, no legislation recognising the 
special position of these assets has yet been enacted. 


Lastly the division of labour which occurs freely and spontaneously in 
a market economy is in a public collective-economy system edicted from above. 


Where such a system is applied to. the entire economy of a county full- 
scale communism is achieved. 


‘ In the author’s opinion the fact that hitherto full-scale collective economy 
has oniy been achieved on a compulsory basis in the manner practised in 
totalitarian States is not fortuitous. It is inevitable that things should be 
that way. In such a system the fundamental requirement is not a sense of 
belonging to a community but submission and obedience, which may or may 
not be required in the interests of a higher cause. Membership is not 
voluntary, but compulsory. The author describes the most typical forms of 
totalitarian organisation: the feudal State of the Egyptian Pharoahs, the Inca 
State in Peru, the Jesuit State in Paraguay (1610-1768) and the socialist 
countries with their authoritarian economic planning systems. 


- In the course of this article Ritschl examines the term Gemeinwirtschaft 


in its two applications —to economic units and to economic systems. We. 


are here concerned mainly with the latter application. He uses the term in 
relation to the provision of services to a collectivity in a restricted sense 
applicable only to economic activities carried on by public authorities; in 
contrast, it is the view of the ICRICE as expressed in the Annals that the 
term “collective economy” embraces not only state intervention in the economic 
field but also national and regional planning, the: activities of publicly owned 
undertakings and those of local authorities, the co-operative movement and 
the activities of the trade unions in the economic field. 


‘As we saw earlier, Ritschi considers the co-operative - movement as a 
separate sector existing side by side with the market economy and the public 
collective economy. He completely ignores the economic activity of the trade 
unions. 

We regret that, apart from one bibliographical reference to one article, 
Professor Ritschl’s study makes no mention of Annals of Public and Co- 
operating Economy or of the International Centre of Research and Information 
on Public and Co-operative Economy — the key word in the German title 
of which is, after all, Gemeinwirtschaft: He has completely ignored a review 
dealing exclusively with the subject with which his article deals, the activities 
of the Centre and the congresses it organises regularly. In addition, he 
makes no reference to the Austrian approach to collective economy, which 
has been brought to the notice of large sectors of public opinion in recent 
years, principally as a result of the work of the Austrian Working Party on 
Collective Economy (Arbeitsgemeinschaft der österreichischen Gemeinwirt- 
schaft) and its head, Mr. Prébsting. 

Arlette SCHMATZ. 


a, 
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The Role of the Gosbank in the Economy of the USSR 


Planning in the Soviet Union covers such a great variety of different 
fields that there has been a tendency to neglect the study of some of them, 
even though their importance may be considerable. One important aspect 
of Soviet planning which seems to have been studied relatively little is the 
relation between the State and the institutions responsible for a and 
finance within the national economy. 


During the period 1954-63 the whole pattern of relationships between the 
State Bank (known as the Gosudarstvenny Bank or Gosbank) and the economy 
underwent radical change. The new functions the Gosbank has assumed 
include the provision on a relatively large scale of credits to build up fixed 
funds (expenditure on the introduction of new techniques, to increase the 
volume of production of goods consumed on a large scale, increases in the 
volume of services provided to the population, etc). At present expenditure 
of this kind is normally financed either from the state budget or by means 
of credits. 


A clear distinction must be made between budgetary grants provided for 
in the Gosplan and the financing of expenditure not provided for in the 
general plan. In both cases the Gosbank provides the necessary funds; in 
the former case, however, it merely acts as the paymaster of the State, 
the use of the funds provided being supervised by the Gosplan administration 
and inspectorate, while in the latter case it acts as an independent finance 
agency controlling itself the use made of the money lent and taking the 
necessary steps to ensure that reimbursement is effected on the stipulated 
dates. 


Soviet economists use the term “credit” to designate both these types of 
operations. We shall do the same here. 


The Gosbank is empowered to finance on its own account expenditure not 
provided for in the investment plan provided that such expenditure does not 
relate to new construction or the reconstruction of undertakings in general. 
Credit is only granted on condition that the expenditure is fully recoverable 
at the end of two years; three years are allowed in certain cases. 1 Mr. A. N. 
Kosygin, vice-president of the Council of Ministers of the USSR, proposed 
that the scope of the regulations should be widened to include projects for the 
reconstruction and development of active undertakings on the grounds that 
such a step would give constructors an additional incentive to begin new 
construction. projects more rapidly and thereby develop new sources of ` 
income, thus facilitating the reimbursement of the credit granted. 2 


The following table shows the amount of credit granted by the Gosbank 
to the main branches of the national economy to finance expenditure relating 
to the introduction of new techniques. 


1 Decree of 21 August 1954. 
2 Address to the 23rd Congress of the Communist Party of the USSR. 
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Gosbank credits for the introduction of new techniques 
: 1955, 1961, 1962 


(in millions of roubles) 











Sector 1955 oe 1962 % distribution 
Industry : 
(a) heavy pelati 23.0 139.9. 154.6 36.7 
(b) light and textile ........ 12.9 62.5 68.2 16.7 
(c) foodstuffs .............. 73.7 95.9 105.7 25.1 
Agriculture and storage ......... 3.1 44.6 54.4 12.9 
Transport and communications .. 1.7 24.4 27.4 6.5 
Commerce ua. 2.7 4.8 5.6 1.3 
Total .... 135.9 401.3 421.0 100.0 
Percentage distribution of credits by utilisation, 1960-62 
Utilisation 1960 1961 1962 
Mechanisation of principal and auxiliary processes 35.0 34,9 34.7 
Purchase and replacement of plant and equipment 33.0 35.1 38.3 
Improvements in production technology .......... 13.0 14,3 15.6 
Modernisation of machinery and industrial equip- 
MONE EE 6.0 7.9 8.2 
EE TEE 13.0 1.8 3.2 








Total .... 100.0 100.0 100.0 


Source (both tables): Den’git i Kredit (Finance and Credit), 1963, No. 10, 
p. 6. 


It is of interest to attempt to assess the relative importance of Gosbank 
credits as a source of finance to cover expenditure on the mechanisation and: 
automation of production. The following table gives an approximate picture 
of the situation. 


Percentage distribution of mechanisation and automation expenditure 


by sources 
Fr dertakings’ 
Gun ru SE Budget grants 
Paper industry ............ 29 56 15 
Light industry ............ 10 44 46 
Foodstuffs industry ........ 5 49 46 
Iron and steel industry ..... 20 35 45 


Source: Ibid., p. 27. 
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In many cases a substantial proportion of expenditure on the mechanisation 
and automation of production has been financed by bank E not only 
in light industry, but also in heavy industry as well. 


The problem of ascertaining the effectiveness of credits cai for the 
introduction of new techniques is one of considerable concern to Soviet eco- 
nomists. The following table shows the situation with regard to the credits 
granted in 1962 by the Moscow Agency of the Gosbank to undertakings in 
the Moscow region and sovnarkhoz and reimbursed during the same period. 


Effectiveness of the modernisation credits granted 
by the Moscow Branch of the Gosbank in 1962 


Item Total Undertakings in 


sovnarkhoz only 

No. of undertakings granted credits .. 556 396 
Economic effectiveness: 
Total credit granted (roubles) ...... 8,323,000 7,233,000 

(a) value of additional production 1,049,000 988,000 

(b) value of savings achieved ,... 8,209,000 7,034,000 
Per rouble of credit granted — 

(a) value of additional production 0.13 0.14 

(b) value of savings achieved .. 0.99 0.97 


Source: Ibid., 1963, No. 11, p. 32. 


The maximum effectiveness was achieved by undertakings in the food- 
stuffs and chemical industries, which achieved additional savings of res- 
pectively 1.15 and 1.31 roubles per rouble of credit obtained, 


Many Soviet economists hold the view that the system of budget grants 
should be replaced entirely by a system of bank credit as far as the intro- 
duction of new techniques and the improvement of technological processes 
are concerned. It is argued that this method of financing will help to improve 
the effectiveness of the utilisation of financial resources, to develop a sense 
of financial responsibility in individual undertakings which will lead them to 
make the most rational use of the resources made available to them and to 
apply more stringent systems of cost control. The requirement that credits 
be reimbursed within a stipulated period will force heads of undertakings 
to investigate with the utmost care all means of making rational use of the 
credits obtained, encourage undertakings receiving credits to finish construction 
projects already under way as soon as possible and reduce delays in bringing 
new buildings, equipment and plant into service to a minimum. 3 


In addition, Gosbank credits are a major source of working capital for 
agricultural enterprises and organisations. 


3 Den'gi i Kredit, 1963, No. 12, pp. 12 ff. 
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Table 5 shows the percentage breakdown according to source of the 
working capital of agricultural enterprises and organisations in the RSFSR 
in 1961 and 1962. 


Percentage breakdown by source of agricultural enterprises 
and organisations in the R.S.F.S.R., 1961-62 


Source ist quarter 2nd quarter 3rd quarter 4th quarter 
1961 1962 1961 1962 1961 1962 1961 1962 


1. Own resources 
{including resources 
considered as own) 64.1 643 611 597 593 57.2 624 61.7 
2. External resources: 


(a) Gosbank credits. 29.2 298 314 31.7 36.3 373 323 328 


(b) Other credits .. 27 2.2 34 34 29 32 32 32 
(c) Other sources... 40 3.7 4.1 52 1.5 2.3 2.1 23 
Total ... 100.0 100.0 100.0 100.0 100.0 1000 100.0 100.0 


Source: Ibid., 1963, No. 11, pp. 35 ff. 


In 1961 the average percentage of the working capital of sovkhozes made 
up of credits was 32.6; the percentage of credits designed to cover production 
costs was 45 on I July 1961 and 47.5 on 1 July 1962. These percentages 
cannot be considered as normal, for they do not sufficiently reflect the 
seasonal character of agricultural production. One factor responsible for 
the high levels is delays in the reimbursement of credits, as can be seen 
from the following table. 


Breakdown of Gosbank credits (percentages of total working capital) 


ist quarter 2nd quarter 3rd quarter 4th quarter 


Item 1961 1962 1961 1962 1961 1962 1961 1982 
Gosbank credits includ- - 

TEE 29.2 29,8 31.4 31.7 36.3 37.3 32.3 328 

Emergency credits .... 16.3 15.7 23.8 232 31.7 29.6 22.1 18.8 


Credits with deferred 
reimbursement dates 
or not reimbursed 
when due .......... 129 141 7.6 85 46 77 10.2 ° 14.0 


These factors do not affect the payment of wages and salaries as they do 
in sovkhozes. The increase in total agricultural production accounted for 
by the sovkhozes increases every year; the amount of cereals produced by 
them increased from 3.7 million tons in 1953 to 25.6 million —or 45% of 
alt the cereal purchased and stocked by the State-—in 1962. The sovkhozes 
also provided a considerable proportion of all the livestock delivered in 1962 — 
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38% of meat, 36% of milk and 34% of eggs delivered.4 However, the 
development of the sovkhozes has been somewhat hindered by anomalies in 
the distribution of the differential payments due to insufficient price difie- 
rentials caused by differences in economic and natural conditions in the 
different zones and regions. The system of distribution of net income between 
the sovkhozes and the State in force at present makes practically no allowance 
for the effect of the factors contributing to the formation of the differential 
payment profit, from the standpoint of production achieved; thus levels of 
profitability tend to vary considerably. For instance, in 1958 the così of 
wheat per unit of measurement in sovkhozes in the south-western zone of 
the Penza region was 3.36 roubles, whereas in sovkhozes in the north-west 
zone it was 7.83 roubles. Thus profit margins varied from 7 to 80 %.5 


The amount of the credits granted to sovkhozes depends to some extent 
on these factors; the result is that some do not receive enough credit while 
others receive too much. 


The existing regulations governing the granting of long-term credits to 
sovkhozes are far from satisfactory in the domain of credits to cover needs 
arising from increases in fixed investment. In addition the use made of the 
credits granted is governed by regulations completely -unrelated to the 
realities of agriculture; the average period of utilisation of the long-term 
credits reimbursed during the period 1950-62 is estimated to have been five 
years only.6 Thus a number of sovkhozes, and in particular whose financial 
situations were relatively weak, were unable to obtain the additional credits 
they needed. In addition, sovkhozes are placed in serious financial difficulties 
by the fact that they are unable to obtain short-term credits to ensure regular 
payment of wages and salaries. It seems probable that the position of 
sovkhozes-— and especially those which are in arrears with payments — 
would improve considerably from the economic standpoint if they were 
authorised to borrow directly from the banks.7 ` 


Viadimir PARDIGON. 


4 Voprosy Ekonomiki, 1964, No. 1, p. 74. 

5 Ibid., p. 81. 

6 Kommunist, 1964, No. 2, p. 49.. A translation of the article in question (by 
Karpoy) will be found elsewhere in. this issue. 

7 Ibid., p. 55. 
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‘ The fourth French Plan refers to the years 1962-65; the fifth Plan is 
already in active preparation. Any Englishman who wants to understand 
the machinery by which the plans are drawn up and, in some sense, “ad- 
ministered,” will find the whole story (with suitable background detail. on 
the French economy in general and its machinery of economic analysis and 
government in particular) explained definitively and clearly in the book by 
Mr. and Mrs. Hackett. Mr. Bauchet’s book, the third edition of his standard 
work, covers similar ground, with a larger ration of general reflections 
(coming most suitably from a Directeur d’Etudes at the Ecole Nationale 
d’Administration) and of rather vague economic theory, but naturally enough, 
less institutional information about the general structure of the French 
economy. Professor Perroux’s little book, misleadingly light-weight in format, 
applies a powerful apparatus of national accounting statistics and economic 
theory to the task of criticising the conception and modus operandi of the 
Plan. The Hacketts provide the best bibliography and guide to the complex 
and interlocking series of reports, discussions and reformulations of the Plan; 
Mr. Bauchet is best evidence of the predominant state of informed establish- 
ment opinion in France; and Professor Perroux both explains the disquiet 
of many Frenchmen about the way in which economic policy is conducted and 
provides grounds for somewhat more than philosophic doubt about the 
validity of the complex syllogism: “France has a ‘plan’; France is growing 
fast; the French ‘plan’ has caused French growth; French planning should be 
imitated.” 


Mr. and Mrs. Hackett and Mr. Bauchet both attach great weight to the 
argument that (putting it more crudely than they do) the French economy is 


* This book review was published in the June 1964 edition of The Economic 
Journal (No. 294). It has been reprinted here with the kind consent of the author and 
the editors of that review. 
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administered effectively by 50 or 100 men who have had the same formation 
professionnelle and who can (and frequently do) meet, discuss and decide 
in one room the paths to be followed by the various sectors of the economy. 
These men, aided by a group of technicians of varied training and back- 
ground, have operated, broadly, to reduce avoidable uncertainty, and to 
increase the degree of coherence between the forecasts and intentions in 
different sectors of the economy. The rearrangement of the key men in a 
number of interlocking but -separate committees, and their supplementation 
by several hundred others in “vertical” commissions concerned with the 
different sectors of the economy are accurately and definitively described by 
Mr. and Mrs. Hackett. The technicians seem often to have been trained 
as “engineers” in the grandes écoles rather than as economists in the 
traditional Anglo-Saxon sense, and they happen to have been grouped, for 
the most part, not in the Commissariat du Plan but in various other, semi- 
official bodies. But they are most easily understood as a group of economists 
and statisticians working under the direction of the Commissariat, and it 
should be noted that they are substantial in number and quality, despite 
the fact that the Commissariat itself is very small, 


The doubts felt by Professor Perroux and others may be grouped in six 
sections. First, how do these vertical commissions square the estimates they 
(helped by their official advisers) make of future sales with the production 
and investment plans of individual firms? Who is squeezed? Professor Per- 
roux shares the general and simple view that the big firms get the orders, the 
priorities and the funds. But, between one big firm and another there must 
operate a large degree of market sharing on which we have no details. We 
do not know, moreover, how market sharing operates in, e.g. the consumer 
durable sector, where there at least appears to be considerable competition. 
Nor do we know anything at all about, eg. general engineering, where the 
progressive elaboration of detail in the successive plans has still not provided 
estimates with any precise concrete content. The mechanism by which 
decisions are made on even fuel and transport usage (in both of which the 
public sector has powerful interests) is still a mystery—-costs of production, 
political power and social issues are inseparably intermingled. 


Secondly, the consistency and coherence of the plan depend, inter alia, 
upon the extent to which the input-output matrix, upon which it is implicitly 
based, has been solved; indeed, the discussion (in the last paragraph) of 
the way industry totals can be divided between firms, or how “recalcitrant” 
industries may be constrained to invest appropriately, requires that the “right” 
outputs be known. Professor Perroux reminds us that even if the time- 
paths of outputs are known, the time-paths of investment cannot be 
computed by simple-minded use of marginal capital output ratios (though 
surely here he underestimates the extent to which these ratios can be given 
flesh and blood by the practical men in the several commissions). In the 
Fourth Plan the (28X28) industry matrix has been solved, though none of 
the works under review make much of the fact. It is, of course, one thing 
to make columns and rows add up and another to have much confidence in 
the final outcome. Professor Perroux seems to imply some scepticism about 
the precision and reliability of the estimates, which must be shared by all 
who realise the extent of the task involved.‘ The other authors are more 
interested in the method by which the Plan is successively approximated. 
What seems to have been done in the early stages is to deal with the obvious 
first-round interdependences—the dependence of steel output on coal input, 
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for instance, but to leave second-round effects, except where they are 
very obvious, alone. Mr. Bauchet tells us (p. 181) of an attempt to establish 
a “pecking order” of sectors in accord with which those industries which 
are the greatest users of intermediate goods announce their targets first, 
so that others may set their own output targets accordingly; perhaps this 
method will be useful for the Fifth Plan. 


One of Professor Perroux’s main worries concerns the distribution of the 
gains and burdens of growth—and, he argues, only if the burdens are 
effectively accepted will the real resources of growth be set free. Although 
both the Hacketts and Mr. Bauchet provide the usual tables, drawn from the 
Plan, on these topics, they fail strikingly to subject them to the tough analysis © 
of Professor Perroux. He shows convincingly how in certain short periods 
even average real wages have fallen, and remarks that for particular sectors 
longer and more substantial falls may have occurred. Not only are the 
socio-political consequences of such events—clearly associated as they are 
with Government policies (e.g. the Rueff plan of 1958) — unacceptable, but 
their economic consequences call into question the viability of the Plan. To 
avoid such unrealisable calls on real wages to finance growth, Professor 
Perroux argues that France needs an analysis of savings behaviour, and a 
policy to enforce savings from profits in the required amounts (and, incident- 
ally, to prevent “unplanned” investment). Even graver doubts are cast on 
the optimistic forecast of the balance-of-payments surplus (required to finance 
very substantial flows of capital and military expenditure overseas); Professor 
Perroux argues that the export prices implicitly assumed require either highly 
successful improvements in productivity or a lower real wage than officially 
contemplated. H the planners have really not done these sums—or failed 
to show up their arithmetic—then the present problems of the French economy 
are far from transient. (An important article by Madame E. Betout-Mosse 
on the use of national accounting for planning purposes appeared in Etudes 
et Conjuncture for May 1963, after Professor Perroux’s book was published. 
Madame Betout-Mosse, however, confines herself to elaborating, in mathe- 
matical terms, the model already described by Mr. and Mrs. Hackett.) 


Fourthly, supposé that, treating the period of the Plan as a whole, the 
required resources could be available, will the actual path followed by 
demand match the development of supply? And, suppose that macro-economic 
stability at some particular stage requires the constraint of demand, what 
will be the feed-back from this policy to profits, savings from profits, real 
wages, wage demands, innovatory investment, etc.? Here Professor Perroux 
really is too brutal—savings and investment behaviour are sufficiently unpre- 
dictable even in the absence of specific policy measures designed to influence 
them. It is surely baying at the moon to ask that these conundrums also 
be solved before planning is attempted. But, of course, if the desired path 
of (disaggregated) savings were known, the correction of deviation would 
be somewhat easier than it is now, with very little in the way of relevant 
knowledge or analysis available. 

. Similarly, Professor Perroux devotes much simple algebra to analysing the_ 
policies required to make all sectors grow at the required (natural?) rate 
rather than at the voluntary (warranted?) rate. There may be one or several 
sets of growth rates which, if achieved, would be mutually consistent; but if 
it is necessary to apply stick or carrot to one sector, can this be done without 
upsetting equilibrium elsewhere? External economies of several sorts and 
complementarities in supply and demand can cause problems which may be 
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acute. This difficulty is quite endemic to all problems of policy, but it is true 
that an insufficient corpus of knowledge—or even of asking the appro- 
priate questions—leads one to doubt the viability of the French Plan in 
periods in which all constraints operate simultaneously (the achievement of 
the objectives of the Third Plan was considerably helped by the once-for-all 
easing of the balance-of-payments problem in 1958-59). 


Lastly—-and here the Hacketts are most useful—what instruments are 
available to enforce (or at least encourage) the Plan? Enlightened self- 
interest, a delightfully French virtue, is, everyone agrees, half the answer; 
the whole planning mechanism can be viewed as a process of spreading en- 
lightenment and clarifying interests. The credit system—where the direct 
and indirect influence of government is considerable—and a peculiarly 
complex system of price control are the main weapons actually used to enforce 
policy. But do they work? 


Once again, it is only Professor Perroux who really doubts; market sharing 
implies cartelisation, and cartelisation implies a rigidity of profit margins and 
prices which make Government anti-inflation policy particularly hard to 
operate. The Plan is detailed and specific, but the stabilisation policy— 
which is designed to enable the Plan’s placid progress—is vague, general 
and traditional. The solution might be to draw the planners more specifically 
into the formulation of month-to-month economic policy—a change which 
would have important consequences for the organisation and political relation- 
ships of the planning organisation. 


With the fourth Plan these questions become really important—the second 
and the third Plans were to a greater or lesser extent directed towards 
achieving reorganisation or specific improvements rather than over-all growth. 
In a period in which the fifth Plan is being formulated, however, the questions 
are absolutely unavoidable. Perhaps, however, the planning mechanism in 
the United Kingdom is not yet sufficiently developed for us to take them too 
seriously. | 

M. V. POSNER 


(Pembroke College, 
Cambridge.) . 


M. ENGELBORGHS, R. DEKKERS, V. GINSBURGH, La République populaire 
de Chine, cadres institutionnels et réalisations (The People’s Republic 
of China; its institutions and achievements). Vol. 1: L'histoire et 
le droit (History and Law). Vol, 2: La planification et la croissance 
économique (1949-1959) (Planning and economic development 
during the period 1949-1959. Centre d’étude des pays de l'Est, 
Université libre de Bruxelles, Brussels, 1963, 227 and 184 pp. 


The times when it was difficult to find an objective analysis of the 
situation and developments in an eastern country are passed. The Centre 
d’étude des pays de l'Est, by its full compliance with the strictest requirements 
of scientific research, has made a substantial contribution towards filling the 
gap. Its latest publication, on the People’s Republic of China, is a worthy 
successor to those which preceded it. In particular, it contains a wealth of 
documentation and its conclusions are penetrating and well-founded. 
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There are two volumes, the first dealing with the history of the People’s 
Republic and its laws and the second with planning and economic development 
during the years 1949-59. This is a vast subject and one of the utmost im- 
portance; since the victory of the communist forces China, a country with 
over 600 million inhabitants, has disrupted the fundamental lines of inter- 
national policy today. In addition, in a world in which poverty is giving rise 
to problems of the utmost gravity and urgency, China has in a few years 
discarded the trammels of her old, static civilisation and become a young 
country with sufficient vitality to bring to an end her backwardness and 
poverty. 


The first part, which was written by Mrs. Marthe Engelborghs-Bertels, is 
a most enlightening description of China’s long and continuing revolution; it 
has now been going on for over thirty years, and no Chinese can imagine that 
it could stop short of the full achievement of communism. The author then 
examines China’s foreign policy. This is the field in which the problems of 
most immediate concern to us arise. She is to be congratulated on the insight 
and perspicacity in which she analyses a number of problems of the utmost 
interest today, such as the international recognition of China, the Chinese 
seat in the United Nations, China’s relations with the Soviet Union and with 
India, the special position of China among the socialist nations and the rela- 
tions between China and the underdeveloped countries. 


The closing section of Mrs. Engelborhs-Bertels’ contribution is an outline 
of public law in China (the sections on civil and penal law were written by 
Mr. Rene Dekkers). Merely as a recapitulation of the principal legislation in 
force in China this section is valuable to the student. In addition, however, 
the authors have attempted successfully to isolate the basic principles under- 
lying and motivating the legislation in force. 


The section of the book dealing with economic problems was written by 
Mr. Victor Ginsburgh. He begins by describing the economic system in 
force in China before the establishment of the socialist regime. This 
description shows how immense the task facing the new Government was. 
The rest of this section consists in essence of a description of how the 
Government set about discharging its responsibilities in the economic field, the 
difficulties it met with, and its successes and failures. He concentrates on four 
main subjects, structural reforms, the guiding lines of planning in China, 
the planning itself and the results achieved. Quoting statistical data covering 
every aspect of economic activity he describes the different stages in the 
economic growth of China since 1949, Without wishing in any way to belittie 
the significance of this painstaking and thorough analysis, which has met a 
long-felt need among economists, I feel some measure of regret that he has 
not given more space to the economic factors related to growth; this would 
have made the argument easier to follow. Let us take, for instance, the 
demographic factor. It is generally recognised that in underdeveloped 
countries it would be economicaliy desirable to establish some kind of check 
to the population growth rate, which is often extremely high; for population 
growth necessitates the consumption of economic resources which would be 
better used in building up the nation’s capital equipment. 


Admittedly, the rightness of this Malthusian approach is open to question; 
in any case policies of this kind could only be applied in a particular country 
in an attenuated form. Even so, it is somewhat surprising to see that the 
author considers the abundant manpower supply to be one of the economic 
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factors which have contributed to China’s expansion. In view of the high 
birthrate in China the authorities were probably wise to concentrate on the 
development of labour-intensive processes and techniques. However, this 
approach completely ignores a much more fundamental question, namely that 
of whether the Chinese would not do better to try to reduce their birthrate 
and to use the economic resources made available in this way to build up 
the supplies of plant and equipment used by the economically active population 
today. The author shows that he is fully aware of the problem where he 
describes the unemployment position and remarks that “very few countries 
could afford such wastage of manpower resources”. But here one must 
ask whether the size of China’s population and its growth rate have a 
stimulating or retarding influence on economic growth. 


Joseph STASSART. 


Michael BRUNO, Interdependence, Resource Use and Structural Change 
in Israel, Bank of Israel, Research Department, Special studies 
No. 2. Jerusalem, 1962, xIX+324 pp. 


Input-output studies are a tool of the utmost value in research into 
problems of economic development forecasting and planning. The author 
gives us a preliminary analysis of the work done on the detailed tables drawn 
up in Israel in 1958 and the initial conclusions of an analysis of the develop- 
ment of the country’s productive machinery, 


Input-output tables show the complex relations which develop between 
economic units as a result of movements of goods and services. Seen from 
this angle the input-output study method is more comprehensive than national 
accounting as normally practised today, as it also embraces intermediate 
utilisations. 


Every industry is dependent, as far as the marketing of its products is 
concerned, on demand from other branches; at the same time it has an 
influence on the industries from which it obtains its supplies of raw materials. 
One of the principal advantages of input-output tables resides precisely in 
the fact that they offer a general picture of the relative importance of the 
transactions of the various industries, and the degree of interdependence 
existing between and among them. He describes the methods by which 
variations in the output of the different branches resulting from changes 
in the volume of final demand can be measured. He also evaluates the direct 
and indirect contributions of imports, investment, subsidies, etc., to end- 
production of different types of goods, 


During the last few years Israel has directed a considerable proportion 
of her efforts to promote economic development into the promotion of exports. 
From a careful study of the input-output tables the author estimates the 
amount of profit obtained from these exports and analyses certain other ` 
aspects of the development of the productive apparatus between 1958 and 
1960—imports, ultimate use made of labour and capital, changes in final 
demand, etc. 


Another valuable use which can be made of these tables is to make 
projections into future years based on the existing productive apparatus and 
from those projections to estimate the future development of the different 
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branches of the economy, trends in import demand investment needs, etc. 
Unfortunately, when the author wrote this book the information available 
was not sufficient to allow him to make use of the detailed tables. None- 
theless, the results he obtained were sufficiently satisfactory to demonstrate 
the value of the method as such. For purposes of clarity the author has 
included a brief description of the main lines of the Israeli economy—high 
levels of investment, importance of imports of raw materials and capital 
goods. 


A study of these tables is also useful for the preparation of economic 
plans. These differ from economic forecasts .in that they indicate to the 
Government desirable lines of policy to deal with the problems facing the 
economy. 


Once the necessary data in its different forms has been obtained from 
various sources, it must be properly classified by product and by branch 
before the tables can be compiled. At the time the book was written, the 
system of classification drawn up by the Central Statistical Office had not 
been published. The author describes the main features of the tables drawn 
up in 1958 and critically examines the main definitions on which they were 
based. There are also a number of tables. 


The scientific merits of this book and the penetrating analyses it contains 
will open new ways in economic research in Israel. As the Governor of the 
Bank of Israel points out in the preface, this study is a substantial contribution 
to economic science ‘and is an invaluable instrument for the framing of 


economic policies. 
Arlette COLARD. 


Dr. Paul H FRANKEL: Ol - Tatsachen und Tabus (translation of Ima- 
nuel GEISS: Oil: the Facts of Life). Hanover, Verlag für Literatur 
und en 1962, 45 pp. 


The author describes in this book the past development and present 
position of the oil sector. He explains the difficulties which the sale side 
by side of oils which have cost very different amounts to produce have given 
rise to in world markets. 


He then goes on to describe the measures taken by the main producing 
countries to prevent competition from bringing down selling prices. If compe- 
tition had been allowed to continue United States oil would have been 
driven off the market by Middle-Eastern oil. The oil policies of the producing 
States are based on a similar fear, namely that price falls will eat away the 
profits they receive from their oil concessions. 


In conclusion the author suggests a number of measures of a nature to 
improve the situation: the framing of a plan for the exploitation of oil 
reserves, a more equitable distribution of profits between the different stages 
of production (extraction, refining, marketing); and agreements between 
producing and consuming countries, 

K. MAASSEN, 
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2. Public Undertakings 


Edmond LANGER: Les nationalisations en Autriche (Nationalisations 
in Austria). Publishers for Belgium: The Liège Law Faculty; for 
all other countries: Martinus Nijhoff, The Hague, 864 pp. * 


I have never met a more conscientious research scientist nor anyone more 
exacting in his own work than Mr. Edmond Langer. He has a fine brain and is 
a highly courteous person. I still remember when, a long time ago, he sat 
facing me at the examination table and, when I asked him to draw a graph, 
he drew it upside down for me to see it properly right away. 


These qualities can also be discerned in the important work he is 
publishing today. His determination in his work is almost frightening at 
first. The acuteness and penetration of his brain find a wide field of appli- 
cation: he had to free from its weeds an extremely complex subject, he had 
to write the history of a recent and turbulent period, he had to criticize 
and to rectify many unreliable statistics, and he had to interpret the atti- 
tudes of statesmen, of trade union leaders and of company managers. And 
how kind is his gratitude to those who helped him, however small this help 
niay have been! And what tact he shows when he points out a difference of 
opinion with one author or another or when he apologizes to Mrs Langer for 
her having had to “tolerate” his “one-tracked” conversation during the long 
period when he prepared his book! 


Another great merit is his objectivity. Philosophers and sociologists have 
often stated that it is impossible to be objective about economic or social 
questions. In his book he has proved that, while it is difficult, it is not 
impossible. -Mr. Langer has shown that his own convictions have not pre- 
vented him from dealing with this highly controversial subject according to 
the strictest scientific rules and with perfect detachment. 


By his detailed study of Volkswagenwerke, the author is already known 
— both in Belgium and abroad— as a specialist on company analysis and 
particularly on the study of public undertakings. He has published a work 
cn joint management in Germany, the preciseness and detail of which have 
been praised by eminent professors. He has also analysed the functioning 
and the consequences of that peculiar type of security called the “people’s 
share” which was invented in Austria and which found further application in 
the Federal Republic of Germany. And now, he presents us with a mas- 
terpiece. While the French and the British nationalisations have already 
been discussed in many publications — several of which are of high standing 
— only fragmentary reports exist, even in Austria, on the nationalisation in 
that country. Henceforth, we shall no more be ignorant about any aspect 
of these institutions, whether its nature be political, historical, legal, social 
or economic. Moreover, the author has placed his subject of study within 
a wide context and certain parts such as the final pages where he analyses 
the role of the Austrian nationalisations in connexion with the various tasks 
of any modern Stateshow an unusual gift of synthesis and of bringing out 
the general principles. Only the excessively rigid regulations about the award 
of academic titles have prevented the author from being rewarded for this 


* This review is the English translation of the preface to the book. 
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book by a fellowship as a lecturer; but he was only authorised to present 
himself for the doctorate. 


The role of the Austrian nationalisations in their national economy is 
clearly much greater than that of the French or British nationalisations; 
even so, they only account for a part — although in many respects the most 
important part— of the public sector. They extend to energy (coal, oil, 
natural gas, electric power), to the iron and steel industry (from the mineral 
to the rolled product), to the major part of the non-ferrous metal industry 
(aluminium, copper, zinc, lead), to the production of artificial fertilizer, to 
river transport, to several metallurgical and electric equipment producers and 
to three banks (commercial and investment banks) which account for 80% 
of all banking and which control a number of large commercial and industrial 
companies. This is why an Austrian who addresses an international! meeting 
by stating that the public domain should not be enlarged any further, stands 
on a different platform than that of a Belgian saying the same thing. 


It should be added that the extent of the Austrian nationalisations is 
explained by the historical circumstances existing after the war: most of 
the large investments in Austria were made by German capitalists. 

Mr. Langers analysis shows that, all told, the result of nationalisation 
has been clearly favourable: even from the narrow point of view of pro- 
fitability, the nationalised sector, taken as a whole, has been succesful; in 
nationalised industry, self-financing accounts for 10% of total sales; technical 
ability was demonstrated by the invention at Linz of the “LD” process for 
the iron and stee! industry; since 1956, one-third of total industrial sales 
have been exported ; while the remuneration of the workers is only slightly 
higher than in the private sector (the trade unions would not agree to another 
solution), the social conditions are better; unlike in the United Kingdom and 
France, there have been practically no strikes in Austria’s nationalised under- 
takings; in spite of business cycles and of the crisis in coal mining the 
Austrian nationalisations have played a leading role in fighting against 
inflation and in maintaining full employment. 


Economic democracy in its specific aspect (not counting the extension of 
the political powers of democracy over the economy) has made little progress, 
The one and only trade union in Austria— which in many respects has 
proved to be remarkably mature — would like to see economic democracy first 
established at the highest level and introduce it into the undertakings as the 
competence of its members rises. 


The shortcomings and imperfections of the sector none of which are 


concealed by Mr. Langer — spring mainly from the political system peculiar 
to Austria Two large parties— the Socialists and the Conservatives — 
combine 90% of the popular vote and have shared power without interruption 
since the end of the war. This consistent collaboration has not prevented 
them from forcefully fighting each other and from stubborniy trying to 
extend their own sphere of influence. After every election the government 
pact and the inter-party agreements have been negotiated anew. In order 
to avoid endless discussions and to establish a definite criterion, the two 
parties have agreed to measure their authority each time by the number of 
votes obtained. The result of this system is not, of course, ideal for the 
management of the nationalised undertakings: within sixteen years they have 
had four different forms of organisation and after every election the managing 
bodies of the undertakings are re-shuffled according to the political outcome 
of the elections. 


+ 


D 
è 


+ BOOK REVIEWS 225 





As Mr. Langer has stressed, the administration of the undertakings should 
be freed from political influences. But this will clearly be a slow and 
difficult procedure. Even if one of the two parties were willing to speed it 
up, it would have to wait for the other party to follow suit unless it wanted 
to fall victim to the game. If the managers of public undertakings in 
Belgium keep their posts after a change in the government majority, it is 
none the less obvious that their political convictions are taken, into con- 
sideration at the time of their appointment. If, therefore, for lack of a better 
solution politics must fill the gap in Austria, this at least complies pro- 
portionally with the wishes of the electorate. 


The Austrian nationalisations are too vast and of too recent origin to 
remain aloof from the differences of economic and social philosophy. How- 
ever, aS the author suggests it is likely that time will gradually remove them 
from ideological polemics and political struggles, 


Paul LAMBERT. 


3. Co-operation 


Antoine ANTONI: La coopération ouvriére de production (The Workers’ 
Production Co-operative Movement). Collection “Connaissance et 
Pratique de la Coopération”, No. 1, Paris, Confédération générale 
des sociétés coopératives de production, 1963, 111 pp. 


The co-operative movement, considered as a systematic and generalised 
form of action, acquired its initial strength from the abuses committed by 
the capitalist system. The workers’ co-operative movement was established 
by the joint efforts of theoreticians and workers, and the ideological drive 
which inspired its genesis helped to carry it through the difficult years. 
After the early heroic years— that is to say, from about 1895 onwards — the 
attitude of the trade unions, the socialist movement and the public authorities 
became more favourable towards it and enabled it to embark on a course of 
steady expansion. 


“A co-operative is an association of persons pursuing aims of a social, 
. economic and educational character and forming for their attainment an 
enterprise which operates in accordance with principles of democracy and 
collective ownership.” This definition, which is proferred by the author, 
covers any association of industrial workers wishing to escape from their 
situation of dependence. A workers’ production co-operative, however, has 
a much more far-reaching effect on the lives of its members than any other 
type of co-operation. Moreover, it differs from societies of other types in 
that, whereas the latter are established to eliminate a middieman’s profit, 
the former, while earning profits from its customers, sets out to create a 
situation in which profits are no longer earned from the workers. 


The task of drafting a single legislative text covering every aspect of 
co-operative ideology proved an extremelyvdifficult one. The author offers 
us a critical analysis of the legislation-¢overning the status of co-operatives 
in France, which he considers was based lüñi-excessively restrictive basic 
definitions. To supplement this legaip framework the co-operatives have 
gradually evolved rules of their ownrbasecriomritheir experience; from these 
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have been compiled the Statutes of the Confederation of: Workers' Production 
Co-operatives. 


The problem of recruitment and training of members is one of the most 
serious facing workers’ production co-operatives, for they stand or fall 
according to the interest and enthusiasm of their membership. The workers’ 
production co-operatives have undertaken to place economic responsibilities 
in the hands of workers directly selected by their fellow workers. To 
avoid the risk of failure they must devote considerable effort to pro- 
motional work. They help individual workers towards self-improvement and 
prepare them to accept responsible positions and improve their social status 
by their wage and salary policies and by the promotion of solidarity and 
social insurance. 


Workers’ co-operatives have other problems, too. They are unable to 
make any headway in sectors in which substantial investment is required. As 
they are debarred from raising money by the sale of shares or bonds to 
the general public, there only sources of finance are the savings of their 
members, self-financing and loans from specialised institutions. As for 
marketing, the high standard of the goods they produce has allayed the 
initial suspicion of potential customers. 


In response to the pressure of advances in the technical, economic and 
social fields, the production co-operatives have opened their ranks to new 
social groups (technicians and managers) and have branched out into new 
fields ot activity (such as activities of an intellectual character). They have 
also substantially improved their systems of financial management and 
industrial organisation. The author holds the view that, now that the 
workers’ production co-operatives have adapted themselves to present-day 
conditions in this way, the only possible genuine reform of the individual 
undertaking must involve a move towards a structure of that type. 


There is an appendix containing an article by Philippe Buchez (also 
reproduced in Professor Lambert’s book La Doctrine coopérative), in which 
he lays down the underlying principles governing a workers’ production 
co-operative and model by-laws for such a co-operative, 


Arlette COLARD. 


Hans-Jiirgen SERAPHIM, Gunther ASCHHOF, P. GOERTZEN, W. JAGER, 
H. K. NOOK: Das ländliche Genossenschaftswesen in den Mitglied- 
staaten der EWG (Agricultural Co-operation in the Member States 
of the EEC), Schriftenreibe zum Handbuch für europäische Wirt- 
schaft, Volume 17, Baden-Baden, Verlag August Lutzeyer, 1963, 
231 pp. 


One of the thorniest problems facing the Common Market negotiators is 
that of the integration of agriculture in Europe. This book, which was 
written by a number of specialists working in close co-operation with one 
another, is a study of agricultural co-operation considered in this context 
and attempt to answer the following questions: in what way has the agri- 
cultural co-operative movement in the EEC countries made use up to the 
present of its economic potential? and what further possibilities of develop- 
ment still exists? To answer these questions a study must be made of the 
situation of the co-operative movement in each Member State of the Community. 
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In Belgium there are substantial differences between the co-operative 
movements in the Walloon and Flemish areas of the countries. Co-operation 
is a tradition of long standing in Flanders, where it first developed within 
the framework of occupational associations; in 1890 the Belgian Farmers’ 
Union (Boerenbond) was founded to co-ordinate the activities of all the 
existing societies. This organisation has become extremely powerful. It 
may be said that it is the only unified national organisation in any country 
offering such a wide range of technical and economic services to farmers. 
in the Walloon part of Belgium, agricultural co-operation did not really 
begin to develop until after the Second World War. There are now three 
central organisations in this area. Various special types of agricultural 
co-operatives (dairy co-operatives, purchasing and marketing societies, etc.) 
are described. The conclusion of the authors is that, in spite of the develop- 
ment of the Boerenbond in Flanders, the agricultural co-operative movement 
in Belgium is of secondary importance, particularly in the field of foreign 
trade. In fact, the only Belgian agricultural co-operative doing any business 
with foreign countries is the purchasing and sales section of the Boerenbond. 


In contrast, in Germany we find a well-organised co-operative movement 
covering every aspect of agriculture and related activities. The co-operative 
credit sector has expanded considerably; in fact every other local co- 
operative provides facilities of this kind. Structurally the movement consists 
of local co-operatives attached to regional centres which themselves belong 
to federal organisations. The apex organisation is the Raiffeisenverband 
E.V., which plays a prominent part in the field of international relations. 
It has on a number of occasions taken concrete steps to pave the way for 
European integration. The agricultural co-operative movement in Germany, 
although not in a monopoly position, nevertheless has a very considerable 
regulating influence on markets. It may be expected to increase its share 
of markets still further as a result of the continuing trend towards vertical 
integration and its continual endeavours to modernise its equipment and 
operating techniques. It might, however, attempt to expand its activities in 
the field of foreign trade — a field to which it has so far not given sufficient 
attention. 


In France co-operatives first appeared at the beginning of the 19th century. 
The development of the movement, however, was somewhat erratic on account 
of structural differences between societies in the different parts of the 
country, general agricultural crises and the State’s promotional policy. The 
French Government uses the agricultural co-operative movement as an 
instrument for the furtherance of its agrarian policy. It has organised a 
public agricultural credit sector covering the whole country and has assigned 
to the co-operative insurance sector the task of organising all the different 
social security schemes. The interest of the State in the co-operative move- 
ment has considerably helped the latter to expand but has at the same time 
restricted its independence. However, attempts have been made to correct 
this tendency in the legislation of recent years. There is an export syndicate 
(SYNCOPEX) which co-ordinates Ihe export activities of the specialised central 
organisations and seeks new markets for the produce of its members; none- 
theless the movement does relatively little in the way of foreign trade. 


In Italy, in spite of the lavish assistance offered in certain fields (and 
particularly in that of credit) by the State, the agricultural co-operative 
movement is less active than in the other Common Market countries. It is 
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extremely difficult to give a full description of the movement owing to the 
lack ot reliable official statistics and the extremely unbalanced distribution of 
co-operatives throughout the different regions of Italy. Although Southern 
Italy is mainly agricultural, the co-operative movement there has lagged far 
behind the co-operative movement in the North. As a result of political 
rivalries and a number of historical events, four separate tendencies have 
developed within the movement; consequently there are four central organ- 
isations, all of which are described in the book. The weakness of the position 
oî the movement in foreign as well as domestic markets may be ascribed to 
its divided character. 


In the Grand Duchy of Luxembourg the co-operative movements are 
extremely active, especially with regard to dairy produce and vine growing. 
In 1909 a central organisation was founded as a result of state encouragement. 
In the dairy-produce sector a very substantial measure of concentration has 
been achieved as a result of the financial incentives offered by the State. 


The most striking characteristics of the agricultural co-operative movement 
in the Netherlands are its specialisation and concentration. Each sector is 
organised on a highly centralised basis with a separate central organisation; 
multi-purpose co-operatives are extremely rare. This explains why agri- 
cultural co-operatives in the Netherlands have succeeded in winning a large 
share of existing markets. The Dutch co-operative movement carries on 
more trade with foreign countries than all the other central organisations in 
the EEC together; this enhances still further the importance of the movement 
in that country. 

This book provides valuable descriptions of the agricultural co-operative 
movements in the six Common Market countries. It is, however, to be 
regretted that the book is no more than descriptive. One would have liked 
to find in it an analysis of the widely differing organisations covered in all 
the countries concerned by the term “co-operation”; in addition, the authors 
could certainly have expressed more clearly their views on how the agri- 
cultural co-operative movement will be able to contribute to the building up 
of a unified Europe. 


Arlette COLARD. 


Institute for Co-operative Research at the Philipps-University, Mar- 
burg/Lahn; Third International Conference on Co-operative Science, 
Marburg/Lahn, 1960: Theme: International Problems of Co-operation. 
Göttingen, Vandenhoeck and Ruprecht, 1962, x1+236 pp. 


The Marburg Conference studied the international problems facing the 
co-operative movement in two different contexts, that of the progress of the 
underdeveloped countries and that of the economic integration of Europe. 


The general tendency among co-operatives in the new countries is to 
work towards the building up of an economically progressive and socially 
egalitarian community. The statements made by the representatives from 
India, Cameroun and Latin America suggested that these efforts have met 
with some measure of success. 


During the discussions those present at the Congress attempted to 
determine to what extent traditional co-operative principles are valid for the 
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developing countries. One particularly complex problem is that caused by 
the payment of government grants to co-operatives in certain countries. 
Dr. Julius Brecht! considered that no association could be considered as 
co-operative in character unless it scrupulously complies with the basic 
principles of the co-operative movement. Nevertheless, co-operatives could 
accept state aid without thereby losing their co-operative character, provided 
that the State did not demand full control of the societies in exchange for its 
assistance. 

Andre Hirschfeld stated in his address that the most vital task of co- 
operatives in the developing countries was the training of officials. Several 
European governments and international organisations had offered training 
facilities and courses and seminars had been organised, in particular by the 
LL.O. The students who attended those courses were aware that co- 
operation would permit their countries to achieve the economic freedom 
without which political independence was only a sham; unfortunately they 
tended all too often to confuse co-operative activity with political activity. 
He proposed that a certain amount of co-operative education could be given 
in the villages themselves. This would facilitate the selection of the elements 
best fitted to benefit from more advanced education at international meetings; 
these in their turn would be able to offer courses of a higher standard and 
Supplement them by visits and practical training courses. 


One of the most striking addresses was that on co-operation in Israel 
given by Professor Walter Preuss. He described how, by means of govern- 
ment investment and financial aid from foreign governments, his country had 
brought about the planned development of co-operation. Israel was prepared 
to extend to other new countries the benefit of its own experience, in 
particular by organising study groups for Asian and African students. 


The second question studied by the conference was that of the problems 
which the co-operative movement had to face as a result of the establishment 
of the European communities. 


Taking as its starting point a paper by Professor Seraphim, a working 
party attempted to define the role to be pledged by agricultural co-operatives 
in the process of European integration. Once a joint agricultural policy had 
been agreed on its objectives would inevitably be an increase in productivity 
and the supplying of produce in the quantities required and at reasonable 
prices. The efforts of co-operatives to influence markets and to rationalise 
their operating techniques would contribute to the implementation of such 
a policy. However, it was essential that more central organisations entered 
the field of international trade. A number of speakers stressed the im- 
portance of the educational responsibilities of co-operatives. It was the duty 
of societies to inform peasants of market conditions; but they must not 
decide arbitrarily what their members should produce. Dr. Wessel in 
particular stressed the danger of taking all opportunities for initiative out of 
the hands of the individual societies. 


Reinholdt Henzler stated that the integration of markets was making for 
the establishment of undertakings of ever-increasing size and giving rise to 
increasingly fierce competition in every branch of business. Close co- 
operation between all the different levels of the co-operative movement would 
be essentiall There would be an increasing demand for capital goods for 


1 The editors regret to announce that Dr. Brecht has since died. 
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expansion and rationalisation purposes. It would therefore be desirable to 
organise the co-operative credit system in a uniform fashion. Three repre- 
sentatives from industrial co-operatives described what had already been 
done to promote international co-operation in the shoe, textile and grocery 
industries. 


In his preliminary statement to the working group on consumer co-operatives 
Thorsten Odhe demonstrated that in most of the countries concerned the 
establishment of the Common Market had not given rise to entirely new 
problems but had merely speeded up the trends which had already set in 
soon after the end of the Second World War. In spite of ever-increasing 
competition, the co-operative movement had expanded its sphere of activities. 
Dr. Erwin Hasselmann considered that the Common Market should not under 
any circumstances lose sight of its original objectives. It was the responsi- 
bility of the consumer co-operatives to see that it did not become excessively 
protectionist in character. Every effort must be made to bring closer the 
day when the whole of Europe would be united; to this end the assistance 
of the largest co-operative organisations — most of which were in E.F.T.A. 
countries — should be sought. Dr. Andreas Vukovich, with the same end in 
view, stressed the importance of bringing the legislations in force in the 
different countries into line with one another. in his view the achievement 
of uniformity in this field was a prerequisite for the introduction of free trade 
in Europe and the gradual freeing of trade with the other continents. 


Dr. Julius Brecht described special type of consumer co-operative, namely 
the housing co-operatives in Germany which were endeavouring to provide 
comfortable housing at reasonable prices. The main problem they had to 
face was that of financing the extremely large long-term investments they 
had to undertake, They obtained their financial resources from the money 
market, other co-operative institutions and low-interest loans from the State. 
In the international field they were already giving some developing countries 
the benefit of their experience and were willing to increase the scale of the 
aid they were providing. 

Notwithstanding certain differences of opinion the participants were. all 
fully convinced of the importance of the part the co-operative movement can 
play in promoting European integration and development in the new countries 
and undertook to pool their efforts to achieve these ends. 


Arlette COLARD. 


Paul LAMBERT: Didaskalia Tou Sunérghatismou (The Social Philosophy 
of Co-operation). Greek translation by Stratis D. Someritis, Athens, 
1963, 356 pp. 


Professor Lamberts well-known book on the social philosophy of co- 
operation has now been translated into Greek. The style of the translator 
is in no way inferior to that of the author. The editors have done their 
work meticulously. This is a very fine book. 


A.M. 
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4. Labour and Trade Union Movement 


Guy SPITAELS: L’année sociale 1961 (Yearbook of Social Progress 
1961). Brussels, U.L.B., Institute of Sociology, 1962, 211 pp. 


This book is the second in a series dealing with events in the social 
welfare field in Belgium. The third for the year 1962, has already left the 
press. 


It is as condensed and accurate as its predecessor. It is divided into four 
parts: social legislation; joint labour-management consultation; the working- 
class movement; and employment and unemployment. The main events having 
a bearing on social welfare are recorded chronologically. 


The first part consists in essence of a fairly detailed analysis of the 
principal items of legislation voted in 1961. The second part outlines the 
main labour-management agreements concluded, perhaps not in sufficient 
detail for a specialist but certainly in a manner which captures the interest. 
The fourth part is extremely condensed; it contains the fundamental statistical 
data and legislative texts relating to employment and unemployment. The 
analysis, although inevitably not detailed enough, is a good one and satis- 
factorily rounds off the book as a whole. The most interesting part, however, 
is the third; it describes objectively and accurately the disquiet of the Walloon 
population after the strikes of 1960-61 and its consequences in particular 
within the socialist movement. There are two detailed chapters on the 
Walloon People’s Movement and the crisis which took place within the 
F.G.T.B. (the socialist central trade union organisation). There is also a 
note on the congress of the Walloon section of the Christian trade union 
movement. 


The conclusions in the book deserve special attention, even though by now 
events have given the answers to the questions the author asks. 


All in all, this is an interesting book. Although certainly far from perfect, 
it is a reference work of undoubted value. The author might have escaped 
criticism on certain points of detail if he had discussed some of his rather 
theoretical findings with people who had actually lived through and taken 
part in the events he describes. On the other hand, personal discussions 
might themselves have constituted a danger to the integrity of the book; Leon- 
Eli Troclet implicitly makes this point in his excellent preface. However, for 
an author well versed in the art of historical criticism this danger would 
only be a minor one. 

André BAYENS. 


R. POUPART: Première esquisse de l’évolution du syndicalisme au 
Congo (Outline of the Development of Trade Unionism in the 
Congo). Brussels, U.L.B., Institute of Sociology. Collection du 
Centre d’étude des problèmes sociaux de l’industrialisation en 
Afrique Noire, 1960, 234 pp. 


This book is a concentrated, detailed study packed with well-substantiated 
information and a first-class reference work on the trade union movement in 
the Congo before independence. As Professor Doucy points out in the 
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preface, this “outline” is in fact a summing up. It contains eleven chapters, 
all of equal merit, on the principal stages of development of trade unionism 
since 1920. The analysis of the movement during the period 1920-45, and 
particularly during the war years, is most revealing for the uninitiated. These 
are followed by a chapter on the 1946 legislation. Then come three chapters 
dealing respectively with the main tendencies existing within the movement 
and two chapters containing comments of a doctrinal and sociological 
character. Not unnaturally, the chapters on the Christian and the socialist 
trade union movements go into more detail than that on the C.G.S.L.B. (the 
liberal movement). Lastly, there are three chapters dealing respectively with 
associations of colonial service officials (the book was published in 1960), 
labour-management negotiations (and particularly those which took place 
in 1959) and collective labour disputes in the Congo and their solutions. 

At the end we find brief conclusions and a rich and unique appendix of 
no less than 31 texts covering the period 1919-October 1959, 


This is in all respects an excellent book. 
André BAYENS. 


II. LIST OF PUBLICATIONS ON PUBLIC AND CO-OPERATIVE 
ECONOMY SUBJECTS 


ADENAUER, Max and JACOBI, Werner: Ordnungsprobleme der kommunalen 
Wirtschaft, Köln-Marienburg, Sigillum Verlag, 1964. 

BELLEVILLE, Pierre: Une nouvelle classe ouvriere, Collection Les Temps 
Modernes, Paris, Julliard, 1963, 316 pp. 

BERNHARD, Richard Carlton: Wettbewerb, Monopole und öffentliches Interesse 
(Schriften zum Vergleich wirtschaftlichen Lenkungssystem, Heft 3), 
Stuttgart, G. Fischer, 1963, 155 pp. 

BRECY, Robert: Le mouvement syndical en France 1871-1921, Paris, La Haye, 
Mouton & Cie, 1963, 217 pp. 

CENTRAL COOPERATIVE EDUCATIONAL BOARD: Handbook on Non-Agricultural 
Cooperatives, Manilla (Philippines), 1963, 171 pp. 

CHAPMAN, Janet: Real Wages in Soviet Russia since 1928, Cambridge (Massa- 
chusetts), Harvard University Press, 1963, 395 pp. 

CHO, Y.S.: Disguised Unemployment in Underdeveloped Areas, With Special 
Reference to South Korean Agriculture, London, Cambridge Uni- 
versity Press, 1963, 163 pp. 

COKKINOS, Theodore: Théorie économique et coordination des investissements 
dans la CECA, Genève, Droz, 1963, 158 pp. 

DROUIN, Pierre: L'Europe du Marché commun, Paris, Julliard, 1963, 350 pp. 

a PIVAC Auie; Promotion, Paris, Editions de l’entreprise moderne, 1963, 
237 pp. 

ELBIALY, Farouk: La Société financière internationale et le développement 
capitaliste des pays sous-développés, Genève, Droz, 1963, 323 pp. 

Entwicklungsländer und Entwicklungspolitik, Nürnberger Hochschulwoche, 27. 
30. November 1962; Berlin, Duncker und Humblot, 1963, 253 pp. 

FABRE, F., MORIN, R. and SERIEYX, A.: Les sociétés locales d’economie mixte 
et leur contrôle, Collection «L'administration nouvelle», Paris, 
Berger Levrault, 1963, 172 pp. 


PUBLICATIONS ON PUBLIC AND CO-OPERATIVE ECONOMY SUBJECTS 233 


FLORETTA, Hans und STRASSER, Rudolf: Die kollektiven Mächte im Arbeits- 
leben, Wien, Manzsche Verlags- und Universitätsbuchhandlung, 1963. 

GARFIELD, Paul and WALLACE, F.: Public Utility Economics, Englewoods Cliffs, 
New Jersey, Prentice-Hall, 1964, 530 pp. 

HADDAD, Anwar: L’associationnisme ou les droits des travailleurs et des 
capitalistes, Beyrouth, Maison Rihani, 1963, 186 pp. 

HICKS, E The Theory of Wages, Second Edition,, London, Macmillan, 1963, 

pp. 
HONDRICH, Kari Otto: Die Ideologien von Interessenverbänden, Berlin, Duncker 
‘ und Humblot, 1963, 190 pp. 

INTERNATIONAL LABOUR CONFERENCE: Rapport du Directeur général. Programme 

et structure de PO.I.T., Geneva, International Labour Office, 1963, 


JANNE, Henri, MORSA, Jean, DELRUELLE, Nicole and COENEN, Jacques: Techni- 
que, développement économique et technocratie, Bruxelles, Institut 
de Sociologie de l’Université Libre de Bruxelles, 1964. 

JEFFERYS, James and KNEE, Derek: Le commerce de détail en Europe, Paris, 
P.U.F., 1963. 

Jonas, Friedrich: Staatliche Hilfe bei wirtschaftlichen Strukturdnderungen, 
Berlin, Duncker und Humblot, 1963, 93 pp. 

KAHN, Salim Ullah: Prebleme der Volkseinkommensberechnung in Pakistan, 
Stuttgart, Fischer G., 1963, 148 pp. 

KLAGES, Helmut: Technischer Humanismus. Philosophie und Soziologie der 
Arbeit bei Karl Marx, Stuttgart, Enke Verlag, 1964, 191 pp. 

KLOSE, Alfred: Die Wohnungswirtschaft in Osterreich, Wien, Jupiter-Verlags- 
gesellschaft m.b.H., 1963. 

KOHLMAIER, Herbert und PLOCHL, Gerhardt: Die öffentliche Hand als Unter- 
nehmer, Wien, Jupiter-Verlagsgeselischaft m.b.H., 1963. 

LAMPERT, Heinz: Die Lohnstruktur der Industrie, Berlin, Duncker und Humbltot, 
1963, 235 pp. 

LANHAM, E.: Administration of Wages and Salaries, London and New York, 
Harper & Row, 1963, 491 pp. 


LEPOINTE, Gabriel: Histoire des institutions ef des faits sociaux, new edition, 
Paris, Montchrestien, 1963, 761 pp. 
LEWIS, ee La theorie de la croissance économique, Paris, Payot, 1963, 
pp. 
LOCKARD, Duane: The Politics of State and Local Government, N.Y., Collier- 
Macmillan, 576 pp. 


LOSENBECK, Hans-Dieter: Die Preisbildung der öffentlichen Unternehmen, 
Berlin, Duncker und Humblot, 1963, 121 pp. 


MARCHAL, Jean: Expansion et récession, Paris, Cujas, 1963, 223 pp. 


MASTERMAN, N.C.: John Malcolm Ludlow, the Builder of Christian Socialism, 
Cambridge, University Press, 1963, 299 pp. 


Maunz, Th. und SCHRAFT, H.: Die Sozialversicherung der Gegenwart, Jahr- 
buch fiir die gesamte Sozialversicherung und Sozialgerechtsbarkeit, 
2 vol., Berlin, Erich Schmidt Verlag, 1963, 755 pp. 

MILLER, M. and others: Communist Economics under Change: Studies in 
the Theory and Practice of Markets and Competition in Russia, 
Poland and Yugoslavia, London, André Deutsch for the Institute of 
Economics Affairs, 1963, 272 pp. 

MILLIKAN, M.F. and BLACKMER, D.L.: The Emerging Nations. Their Growth 
E United States Policy, London, Asia Publishing House, 1963, 

pp. 


234 BIBLIOGRAPHY 





Mosse, Robert: Bibliographie d'économie politique, 1945-1960, Paris, Sirey, 
1963, 124 pp. 

MYRDAL, Gunnar: Planifier pour développer. De l'Etat-providence au monde- 
providence, Translation of Beyond the Welfare State, Paris, Economie 
et Humanisme, Les Editions ouvrières, 1963, 261 pp. 

ORTLIEB, Heinz-Dietrich: Die Legende vom Volkskapitalismus, Berlin, Käthe 
Vogt Verlag, 1963, 76 pp. 

OTTEL, Fritz: Untergang oder Metamorphose der Sozialen Marktwirtschaft, 
Stuttgart, G. Fischer, 1963, 121 pp. 

PARILLO, F.: Lo Sviluppo Economico Italiano, Milano, Giuffre, 1963, 347 pp. 

PELLING, BE A History of British Trade Unionism, London, Macmillan, 1963, 

PP. 

PREMCHAND, A.: Control of Public Expenditure in India, Bombay, Allied 
Publishers, London, Allen & Unwin, 1963, 480 pp. 

Probleme europäischer Wirtschaft, Kolloquium in Frankfurt am Main, 30. 
April-2. Mai 1962, Hrsg. von Fritz Neumark (Frankfurter wirtschafts- 
und sozialwissenschaftliche Studien, Heft 10); Berlin, Duncker und 
Humblot, 1963, 95 pp. 

REAGAN, meets The Managed Economy, London, Oxtord University Press, 

pp. 

REHBEN, Ernest: Essor et problèmes de l'agriculture danoise, Paris, Editions 
M. Th. Génin, 1963, 340 pp. 

REYNAUD, Jean-Daniel: Les syndicats en France, Paris, A. Colin, 1963, 292 pp. 

Rostow, W.W.: The Economics of Take-off into Sustained Growth, London, 
Macmillan, 1963, 482 pp. 

SAXER, Arnold: Die soziale Sicherheit in der Schweiz, Bern, Verlag Paul 
Haupt, 1963, 114 pp. 

SCHNEIDER-GADICKE, Karl: Der 6ffentliche Kredit an die gewerbliche Wirt- 
schaft (Betriebwirtschaftliche Schriften, Heft 13), Berlin, Duncker 
und Humblot, 1963, 186 pp. 

SEIDEL, Heinz: Die Willensbildung der mitbestimmten Montanunternehmen, ` 
Koln, Bund Verlag, 1963, 165 pp. 

SMEKAL, Christian: Die verstaatlichte Industrie in der Marktwirtschaft. Das 
österreichische Beispiel. F.I.W. Schriftenreihe, Heft 12, Köln, Carl 
Heymanns Verlag, 1963, 147 pp. 

WILcocK, Richard and FRANKE, Walter: Unwanted Workers, London, Collier- 
Macmillan, 1963, 340 pp. 

Woops, H. and OSTRY, S.: Labour Policy and Labour Economics in Canada, 
Toronto and London, Macmillan, 1963, 534 pp. 

ZIMMERMANN, Horst: Offentliche Finanzhilfen an Entwicklungsländer, Berlin, 
Duncker und Humblot, 1963, 168 pp. 


II. ARTICLES 


LIST OF PUBLICATIONS ABSTRACTED 


A.C.B. Agricultural Co-operative Bulletin, 1.C.A., London. D 
AER The American Economic Review, The American Economic Association, 
Menaska (Wisconsin). 

A.F.D.L. Annales de la Faculté de Droit de Liège. 

A.LS.C. Archives internationales de sociologie de la coopération, Paris. 


e 
. 


ARTICLES 235 





A.O.F.U. Archiv für Offentliche und Freigemeinwirtschaftliche Unternehmen, 
Gottingen. 


C.C.B. Bulletin du Crédit communal de Belgique, Brussels. 

E.S.CISL Bulletin économique et social, 1.C.F.T.U., Brussels. 

LCGT Bulletin d’information du Bureau d'Etudes économiques et sociales, 
C.G.T. Force Ouvrière, Paris. 

A.CISL Bulletin d'information, I.C.F.T.U., Brussels. 

ere en d'information et de documentation (Banque nationale), 
russels. 

JD.C. Bulletin d'information et de documentation (Société générale co- 
op£ratives), Brussels. 

BLW Bulletin scientifique de l'Institut supérieur de commerce de la province 

de Hainaut, Institut Warocqué de Mons. 


+ 


C. Coopération, Paris. 

CDR International Review of Community Development, Rome. 
C.E.B. Cahiers économiques de Bruxelles. 

C.IS.E.A. Cahiers de l'Institut de science économique appliquée, Paris. 
CL. Cartel, I.C.A., London. 

C.N.C.R. Co-operatie, Nationale Coöperatieve Raad, The Hague. 
C.N.S. Co-operative News Service, 1.C.A., London. 

C.P. Communauté, Paris. 

C.S. Le coopérateur suisse (U.S.C.), Basle. 

C.S.L. Commonwealth Survey, London. 

C.S.P. Le contrat social, Paris. 

D.A.S.C. Dossiers d’action sociale catholique (M.O.C.), Brussels. 
D.C. Documentation coopérative, F.N.C.C., Brussels. 

D.F. Documentation française. Notes et études documentaires, Paris. 
DS Droit social, Paris. 


E. The Economist, London. 

E.A. Economie appliquée, Archives de l'Institut de science économique appli- 
quée, Paris. 

E.C. L’effort coopératif (Economie popularie), Ciney. 

E.J. The Economic Journal, Royal Economic Society, London. 

E.S. Etudes sociales, Brussels. 

Ed. S. Education et socialisme, Brussels. 

E.S.B. Economisch-Statistische Berichten, Rotterdam. 


G. De Gids, Brussels. 

G.M. Gewerkschaftliche Monatshefte (D.G.B.), Cologne. 

G.S.H. Genossenschaftliche Schriftenreihe des Zentralverbandes deutscher 
Konsumgenossenschaften, Hamburg. 

G.S.V. Genossenschaftliche Schriftenreihe, “Konsumverband” Zentralverband 
der österreichischen Konsumgenossenschaften, Vienna, 

G.W. Gemeinwirtschaft, Vienna. 


H. Habiter, Brussels. 

LA Industries atomiques, Paris-Geneva. 

LGR. Internationale genossenschaftliche Rundschau, 1.G.B., London. 
LL.R. International Labour Review, I.L.O., Geneva. 


K. Die Konsumgenossenschaft, Vienna. 


236 BIBLIOGRAPHY 


M.B.G. Das Mitbestimmungsgespräch, Düsseldorf. 
M.C. Mouvement communal, Brussels. 
MTL. Free Labour World, 1.C.F.T.U. Brussels. 


NE. Nea Economia, Athens. 
N.G. Die neue Gesellschaft, Bielefeld. 
N.T.W. Neue Technik und Wirtschaft, Vienna. 


O.W. Die öffentliche Wirtschaft, Berlin. 


P.E. Problèmes économiques (Documentation francaise), Paris. 
P.S. Le progrès social, Liege. 


LE The Quarterly Journal of Economics, University of Harvard. 


La relève, Brussels. 
«C.C. Revue du Centre catholique international de la coopération, Ciney. 
EW Revue du Conseil économique wallon, Liège. 
JL Revue de la coopération internationale, ACL. London. 
Revue économique, Paris. 

Revue des études coopératives, Paris. 

Recherches économiques de Louvain, Louvain. 

Revue d'économie politique, Paris. 

Review of International Co-operation, I.C.A., London. 
Revue de l'Institut de sociologie, Brussels. 

Revue internationale du travail, Geneva. 

Revue de la politique internationale, Belgrade. 

Revue des sciences économiques, Liège. 

Revue des services publies, Charleroi. 
Revue du travail, Brussels. 


+ 
H 
+ 


---mmmmnann 


EE 
REAP OSES 


NAT 


Socialisme, Brussels. 
E. Revue de la Société d’études et d'expansion, Liège. 
V. Schweizerischer Konsum-Verein (V.S.K.), Basle. 
Le syndicalisme libéral, Ghent. 
E. Synopsis Productivité-Expansion, O.B.A.P., Brussels. 
Syndicats yougoslaves, Belgrade. 


NNNUNN 


=} 


E 
K. 
L. 
db: 
Y. 
E Tijdschrift voor economie, Louvain. 
.L. Terre et Liberté. 


wl 


De vakbeweging (N.V.V.), Amsterdam. 
E Votre électricité, Brussels. 

H. Der Verbraucher, Hamburg. | 
J. Documents de la vie italienne, Rome. 


<<<< 


= 


.W. Wochenspiegel der Wirtschaft, Vienna. 
Y.S. Yugoslav Survey, Belgrade. 


Z. Die Zukunft, Vienna. 
2.G. Zeitschrift fiir das gesamte Genossenschaftswesen, Erlangen. 


COLLECTIVE ECONOMY IN GENERAL 


HÄDELMAYR, Roman: Die Ordnungsfunktion der Gemeinwirtschaft, N.T.W., 
Mar. 1964, p. 64. 


ARTICLES 237 


PUBLIC ECONOMY AND PLANNING 


ASPLING, GE Soziale Wohlfahrtspolitik in Schweden, N.G., Jan.-Feb. 1964, 
pp. 1 
BRAIT, Hans: Gleiches Recht für die Nationalindustrie, Z., 1964, No. 7, 


BURGHARD, Anton: Öffentliche Unternehmungen - Ausbau oder Einschränkung?, 
, 1964, No. 7, pp. 6-8. 
Deutsche Bundespost (Die), Series of articles, Ö.W., Jan.-Mar. 1964. 
Economies régionales et planification: L'économie de l’Aquitaine, D.F., 21 Apr. 
1964, 70 pp. 
Europäische EE in der Elektrizitätswirtschaft, N.T.W., Mar. 1964. 
pp. | 
IGLER, Hans: Verwaltung des Staatsvermögens — eine wirtschaftliche Aufgabe, 
Z., 1964, No. 7, pp. 8-10. 
KURLBAUM, Georg: Antikartell- und Antimonopol-Politik, G.M., Jan. 1964, 
pp. 22-27. 
Lage der verstaatlichten Industrie (Die), N.T.W., Mar. 1964, pp. 61-63. 
LECAILLON, Jean: Conditions et perspectives d'une politique nationale des 
revenus, C., Mar. 1964, pp. 9-13. 
Marc, G.: Planification en Afrique noire, C., Mar. 1964, ‘pp. 22-28. 
MIKESCH, Alfred: Keine Insel der Seligen, Z., 1964, No. 7, pp. 10-12. 
Mission sur l'amélioration des procédures de discussion des salaires dans le 
. secteur public, D.F., 2 Mar. 1964, 13 pp. 
NISSEN, Uwe: Vordringliche Aufgaben der Gesundheitspolitik, N.G., Jan.- 
Feb. 1964, pp. 37-42. 
OSTERKAMP, Karl: Die Organisation der italienischen Energiewirtschaft, OW. 
Jan. -Mar. 1964, pp. 43-45. 
PEHL, Günter: Staatliche Preisnahmen gefdhrden die Wirtschaftsstabilitàt, 
G.M., Feb. 1964, pp. 75-78. 
PITTERMANN, Bruno: OVP-Krise — Staatskrise?, Z., Sep. 1963, No. 18, pp. 7-12. 
Planification et gestion de l'économie, C.I.S.E.A., Aug. 1963, No. 140, pp. 3-70. 
Politique active de la main-d'œuvre en Suède (La), P.E., 10 Mar. 1964, pp. 20-23. 
Projets de programmation européenne (Les), D.F., 15 Apr. 1964, 31 pp. 
RHODE, Johann Jürgen: Das Dilemna der Gesundheitspolitik, N.G., Jan.-Feb. 
964, pp. 25-36. 
SCHMALZ, Hellmut: Agrarsubvention sind kein Tabul, G.M., Apr. 1964, 
pp. 212-214. 
Steuerleistungen der Nationalindustrie, N.T.W., Apr. 1964, pp. 93-94. 
TIMAR, Janos: La planification à long terme de l'emploi en Hongrie, R.I.T., 
eb. 1964, pp. 117-139. 


TRRO, J.: Les ae ves négatifs du développement de la société yougoslave, 
A.LS.C., Jan.-June 1963, pp. 140-155. 


VAN DE es W.].: Hetregeringsprogramma als instrument van de eco- 
nomische politiek, E.S.B., 12 Feb. 1964, pp. 128-137 and 148. 

VARII AUCTORES: Articles devoted to “1 économie régionale”, R.E.P., Jan.- 
Feb. 1964, 438 pp. 


ZIMMERMANN, Rupert: Neuordnung oder Abverkauf?, Z., 1964, No. 7, pp. 3-6. 


CO-OPERATION 


BERNARD, Ph.: Spécialisation et coopération des entreprises dans l’économie 
soviétique, C.I.S.E.A., Aug. 1963, No. 140, pp. 111-124. 


238 BIBLIOGRAPHY 


DESROCHE, H.: Morphologie et syntaxe des modèles coopératifs, A.I.S.C., 
Jan. -June 1963, pp. 6-41. 


Dia, M.: Doctrine et problèmes de l’évolution du mouvement coopératif au 
Sénégal, A.T.S.C., Jan.-June 1963, pp. 132-139. 


GUPTA, R.N.: Co-operative Farming in India, R.I.C., Jan. 1964, pp. 35-40. 


FAQ tae S.: Charles Gide and the Social Philosophy of Co-operation, 
. Jan.-June 1963, pp. 42-62. 


tai. ER La fonction de consommation, R.E.E., Nov.-Dec. 1963, 
Di. 741-745. 


KERSPERN, A.: Le mouvement coopératif et l'aménagement du territoire, C., 
Peb. 1964, pp. 12-16, 


MOBACK, Olof: Le développement des coopératives de consommation en Suède, 
, Mar. 1964, pp. 14-18. 


SCHILLER, Otto: Die Genossenschaftliche Produktionsforderung in der Land- 
wirtschaft der Bundesrepublik Deutschland, Z.G.W. 1963, No. 3, 
pp. 181-196. 

THORNER, D.: ee coopératives agricoles aux Indes, A.LS.C., Jan.-June 1963, 
pp. 99-131. - 


MUNICIPAL ENTERPRISE 


VAN HOONACKER, Paul: Le financement d'industries nouvelles par les com- 
munes et les intercommunales en vue de l'expansion industrielle, C.C.B., 
Jan. 1964, pp. 25-37. 


THE TRADE UNION MOVEMENT 


A New Law for Trade Unions?, E, 8 Feb. 1964, pp. 482-484. 
HÖHNEN, MAL Der Intensivlohn aus gewerkschaftspolitischer Sicht, G.M., 


. 1964, pp. 36-40. 
HORNE, non Die Arbeitgeber und die Partnerschaft, G.M., Mar. 1964, 
pp. 160-164. 


KORAKAS, Manolis: Griechenland — Staat ohne Arbeiterbewegung, Z., Dec. 
1963, No. 23, pp. 18-22. 


PRODUCTIVITY — AUTOMATION — ECONOMIC GROWTH 


LAMFALUSSY, Alexandre: Contribution à une théorie de la croissance en éco- 
nomie ouverte, R.E.L., Dec. 1963, pp. 715-733. 


REHHAHN, Hans: Automation — die Herausforderung unserer Zeit, G.M., Feb. 
1964, pp. 88-92. 


ENERGY 


Europdische Ge in der Elektrizitätswirtschaft, N.T.W., Mar. 1964, 
PP. 

OSTERKAMP, Karl: Die Organisation der italienischen Energiewirtschaft, OW. 
Jan „Mar. 1964, pp. 43-45. 


ARTICLES 239 


EUROPEAN INTEGRATION 


BICKENDORF, Otto: Die Wettbewerbsharmonisierung in EWG-Verkehr, ©.W., 
Jan.-Mar. 1964, pp. 33-37. 


Europdische Zusammenarbeit in der Elektrizitdtswirtschaft, N.T.W., Mar. 1964, 
pp. 56-58. 


FAHNING, Hans: Agrarpolitik und Aussenhandel in der E.W.G., GM., Apr. 
1964, pp. 214-218. 


Projets de programmation européenne (Les), D.F., 15 Apr. 1964, 31 pp. 


SWANN, D. and MCLACHLAN, D.L.: Programming and Competition in the 
European Communities, EI Mar. 1964, pp. 85-100. 


LABOUR AND SOCIAL PROBLEMS 


CECCHELLA, A.: L’analyse du chômage africain, A.S.E.A., Dec. 1963, pp. 583-605. 


Développement industriel et le problème de l'emploi en Egypte de 1945 à 1965 
(Le), P.E., 24 Mar. 1964, pp. 17-24. 


HORNE, Alfred: Die Arbeitgeber und die Partnerschaft, G.M., Mar. 1964, 
pp. 160-164. 

ISLAM, Nurul: Les concepts et la mesure du chômage et du sous-emploi dans 
les économies en voie de développement, KIT, Mar. 1964, pp. 272-289. 


KLÜBER, Franz: Freiheitlicher Sozialismus und katholischer Geselischaftslehre 
in der Begeung, N.G., Jan.-Feb. 1964, pp. 48-64. 


Mission sur Pamelioration des procedures de discussion des salaires dans le 
secteur public, D.F., 2 Mar. 1964, 13 pp. 


OFFERS, Kurt: Neue Wege in der Lohndiskussion, G.M., Feb. 1964, pp. 78-81. 

Politique Ee la main-d'œuvre en Suède (La), P.E., 10 Mar. 1964, 
pp. 20-23. 

RABICH, Walther: Lohn und Teuerung, G.M., Apr. 1964, pp. 200-207. 


RODHE, Helmut: Ideologien und Interessen in der deutschen Sozialpolitik, N.G., 
Jan.-Feb. 1964, pp. 18-24. 


SZESKIN, L.: Les trois secteurs industriels de l’économie ouvrière israélienne, 
A.LS.C., Jan.-Feb. 1963, pp. 157-204. 


THIEMEYER, Theo: Thesen zur Eigentumspolitik, G.M., Mar. 1964, pp. 155-160. 


WEINTRAUB, Sidney: Politique monétaire et salariale: aspects théoriques et 
pratiques, B.I.D.B.N., Sep. 1963, pp. 145-161. 


THE DEVELOPING COUNTRIES AND PROBLEMS OF DEVELOPMENT 


Aide de la ante aux pays en voie de developpement (L’): P.E., 10 Mar. 1964, 
pp. 1-0. 
FER Pic L'analyse du chômage africain, A SEA. Dec. 1963, pp. 583- 


EASTHAM, J.K.: The Turkish Development Plan: The First Five Years, E.]., 
Mar. 1964, pp. 132-136. 


ISLAM, Nurul: Les concepts et la mesure du chômage et du sous-emploi dans 
les économies en voie de développement, R.1.T., Mar. 1964, pp. 272-289, 


Marc, G.: Planification en Afrique noire, C., Mar. 1964, pp. 22-28. 


240 BIBLIOGRAPHY 


COUNTRIES WITH AUTHORITARIAN PLANNING 


BERNARD, Ph.: Spécialisation et coopération des Sahl dans l’économie 
soviétique, C.LS.E.A,, Aug. 1963, No. 140, pp. 111-124 


GARUY, G.: Rôle de la Banque d'Etat dans la planification soviétique, C.I.S.E.A., 
Aug. 1963, No. 140, pp. 71-110. 


KRUG, P.: Rusland en de economische groei, E.S.B., 22 Jan. 1964, pp. 77-89. 


Planification économique des communes populaires Re (La), D.F., 21 Feb. 
4, 26 pp., and 24 Feb. 1964, 25 pp. 


TIMAR, Janos: La planification à long terme de l'emploi en Hongrie, RLT., 
eb. 1964, pp. 117-139. 


IMP. « LES PRESSES DE SAVOIE Ð», AMBILLY-ANNEMASSE (HAUTR-SAVOIR) 


Supplément aux Annales 1964 +— Appendix to the Annals 1964 — Beilage zu den Annalen 1964 





Edmond LANGER 


LES NATIONALISATIONS 
EN AUTRICHE 


Un livre in-8° de 836 pages 


EDITEURS 
EDITORS 


Pour tous autres pays 
For other countries 


Voici un travail de maitrise. 
Alors que les nationalisations 
françaises et britanniques avaient 
suscité maints ouvrages — dont 
plusieurs d’un niveau très élevé —, 
il n'existait sur les nationalisations 
autrichiennes, méme en Autriche, 
que des recherches  parcellaires. 
Désormais, aucun aspect de ces 
‚institutions, qu'il s'agisse de l'as- 
pect politique, historique, juridi- 
que, social ou proprement écono- 
mique, ne demeure dans l'ombre. 
En outre, l’auteur replace le phé- 
nomène qu'il étudie dans un large 
contexte et, par exemple, les pages, 
proches de la fin, où il analyse 
le rôle des nationalisations autri- 
chiennes par rapport aux diverses 
tâches de l'Etat moderne, révèlent 
un don rare pour la généralisation 
et pour la synthèse. 
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This is a masterly piece of work. 
Whereas nationalization in France 
and Great Britain has received full 
attention and has been studied in 
a fairly large number of books 
— some of them of very high 
standard -— studies of limited 
range only have hitherto been de- 
voted to Austrian nationalization 
even by Austrian authors. But 
now full light has been thrown 
on every aspect, whether poli- 
tical, historical, legal, social or 
more specifically economic, of the 
Austrian nationalized enterprises. 
Furthermore, the author sets the 
problem with which he is con- 
cerned in a wider context, and in 
the pages towards the end of the 
book for instance, when analysing 
the part played by nationalization 
in Austria with respect to the 
various duties of.a modern state, 
he gives evidence of a rather un- 
common capacity for generalization 
and synthesis. 


About the author: Born in Saint-Vith 
(Belgium), 1927. Doctor rer ec.; at 
present assistant at the University of 
Liege, 
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prennent dans l’histoire des insti- 
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dant et souvent pénétrant ainsi 
que son pouvoir d'analyse — 
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consacrée à la théorie quantitative, 
qui date de 1938, mais qui mérite 
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A TRIBUTE TO THE MEMORY OF EDGARD MILHAUD 


by 
Paul LAMBERT 


Edgard Milhaud, the founder of the “Annals” died peacefully in 
Barcelona on 4 September 1964. His remains were brought back to 
Geneva for burial. 


On the day of the funeral an official ceremony in honour of Prof. 
Milhaud’s memory was held in the main hall of the University of 
Geneva, At that ceremony Prof. Paul Lambert, Director of the ICRICE, 
paid tribute to the late Prof. Milhaud in the following terms * : 


It is now my turn, as the representative of the ICRICE, to offer our 
heartfelt sympathy and our undying friendship, at this time of bereave- 
ment, to Mrs. Milhaud, whose sweetness and understanding helped 
Edgard Milhaud to achieve the status he finally achieved; to those of 
his family who are with us today; to all his friends, wherever they are; 
and to his devoted secretary, Mrs. Calame. 


The blow we all feel on the occasion of Edgard Milhaud’s death 
may perhaps be softened a little by the knowledge that he has found 
his last resting-place in Geneva. He was always fully aware of how 
much he owed to this town. A few years ago he wrote: 


“The invitation extended at the beginning of this century to the writer 
— a Frenchman — to become Professor of Political Economy at the Uni- 
versity of Geneva may well have been the decisive factor which eventually 
led him to found the Annals.” 1 


In 1902, the same year in which he was awarded a professorship, 
his interest was caught by a so-called investigation of the three recently 
nationalised railway networks in Switzerland carried out by private 


* The full text of the tributes paid to Edgard Milhaud on 11 Sep. 1964 has 
already been published in French (Hommage à Edgard Milhaud, ICRICE, 1964) and 
German (Zum Gedenken an Edgard Milhaud, IFIG, 1964). 

In addition, Seconds mélanges d'économie politique et sociale offerts è Edgard 
Milhaud (Festschrift Edgard Milhaud — Oekonomische und sozialpolitische Themen zur 
Gemeinwirtschaft (published in 1960) contains a tribute to Edgard Milhaud (Esquisse 
d’un portrait et d’un hommage, by Charles-H. BARBIER) and a detailed biography and 
bibliography by André BAEYENS. 

1 Edgard MILHAUD; “Au seuil de la 50: ‘année des Annales de l'économie collective” 
(on the fiftieth anniversary of the Founaadon of the Annals), in Annales (French 
edition), 1958, No. 1. 
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interests in France and designed to prove, by a mixture of distortions 
and lies, that management by public authorities inevitably led to finan- 
cial bankruptcy. He was shocked by what he read and immediately 
published rebuttals in several newspapers and magazines. These 
articles were the precursors of the struggle he was so ‘DEGNI in 1908 
through the medium of the Annals. 


A few years later he went to Geneva’s main railway station in 
person to investigate the condition of French railwaymen compared to 
: that of their Swiss colleagues. His findings enabled Jean Jaurès to 
secure the reinstatement of the French railwaymen who had been dis- 
missed for striking. 


Shortly before the First World War a new propaganda campaign 
against the nationalisation of the railways was launched in France. 
Its instigators set out to demonstrate that accidents occurred much 
more frequently on the nationalised railways than on the privately 
owned ones, Edgard Milhaud immediately took up the cudgels on 
behalf of the nationalised railways and, with the help of Albert Thomas, 
discomfited the hireling journalists who had set out falsely to blacken 
the reputation of the nationalised railways. 


We are gathered today in Geneva, the city which inspired his 
studies and meditations and from which he launched his campaigns; 
and in which, with the help of Swiss friends, he founded the ICRICE 
in 1947. This act is striking evidence of Edgard Milhaud’s energy and 
vitality: for he was 74 that year. 


Lastiy, Geneva was the seat of the First International Conference 
on ‘Collective Economy—held in 1953-—which signposted the way later 
congresses were to follow. 


During the years 1957-60 he gradually organised the transfer of 
the headquarters of ICRICE and the management of the Annals to 
Liège. This he did for a very simple reason, which he never attempted 
to conceal; at that time none of his Swiss friends with the ability to 
take over his work had sufficient free time to do so. ? 


Edgard Milhaud was not only the founder of the Institute and the . 
Annals; he was also a pioneer in the realm of science whose true 
importance in the history of human thought only time will reveal. 


First of all, he was the founder of the science of public economy, 
I am convinced that there are hundreds of research workers, in uni- 
versities all over the world, studying various aspects of the public 
sector who have never heard mentioned the name of Edgard Milhaud, 
the first pioneer in the field. But time invariably redresses injustices 
of this kind. Already Edgard Milhaud has acquired a stature greater 
than that he enjoyed in his lifetime in the.eyes of his friends, admirers 
and disciples who had the privilege of knowing him personally. 


2 Edgard MiLHaun: “Annals of Collective Economy and Expériences Unite Their 
Destinies”, in Annals, Jan.-Mar. 1960, p. 1 
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In a few moments my place at this rostrum will be taken by someone 
who knows much more about co-operatives than I do.3 ‘He will tell 
you about Edgard Milhaud’s relations with the co-operative movement; 
None the less, I should like to mention two of an contributions. to co- 
operative science. 

Bernard Lavergne, who enabled the co- Se movement to 
establish a foothold in the public sector in the form of publicly owned 
co-operatives or régies coopératives, once wrote that he had derived his 
inspiration from Milhaud’s book La marche au socialisme. In addition, 
Milhaud developed the ideas of his friend Fauquet on relations between 
and among co-operatives and analysed the relations between the co- 
operative movement and the public sector. 

In the early 1930s, at the beginning of the Great Depression, in co- 
operation with Albert Thomas, he showed that the remedy to the evils 
then afflicting the world was not a decrease in wages but an increase 
in effective demand. 


He also devised the plan, which bears his name, for an international 
monetary system, based on an international clearing organisation. The 
analogy of this plan is apparent with the Keynes plan, issued in 1943, 
and with the more recent Triffin plan. Thus it was Edgard Milhaud 
who first laid down the main lines of a monetary system which I am 
convinced will be established one day. 


Those who preceded me at this rostrum have already described 
Milhaud’s work as a champion of world peace. His beliefs in this 
field are summed up in the title of one of his books, which was called 
From “Might is Right” to “Right is Might”. 

His name is as yet known only to the few; but before long his merit 
will be universally recognised. 


Those of us who are fortunate enough to have known him personally 
will cherish memories of his strength, his disinterestedness and his 
inherent goodness. He set an example for all of us. For many years 
he dipped deep into his own pocket to keep the Annals going. He never 
sought after rank or honours. Try to visualise him in his study in the 
rue de Beaumont, writing to people all over the world to obtain articles, 
correcting proofs, bringing subscribers’ lists up to date, despatching 
each issue and performing many other tasks, for a long time without 
even a secretary to help him. 

He was a determined man too. Even when the whole world seemed 
against him he courageously faced the great powers of his time, follow- 
ing only the dictates of his own conscience: yet at the same time he 
always had a welcoming smile for everybody and always talked about 
other people’s problems rather than his own. 


His sense of realities has been rightly stressed; for it is those who 
refuse to recognise the strength of an ideal who are unrealistic. Edgard 


3 Mr. Charles-Henri Barbier, who spoke later during the ceremony. 
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Milhaud understood people; and many is the. time he succeeded in 
gaining the loyalty and devotion of people simply by appealing to their 
better natures. 

‘Edgard Milhaud stood for exceptional values, and all of us who 
knewn him will be better men and women for the rest of our lives for 
SAVIN known him. 
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Some of the Tributes Paid.... 


“Although he is known throughout the world as an economist, he 
had fundamentally the vocation and temperament of a poet and the 
training of a philosopher.... But for his love of his fellow-beings and 
his passionate sense of justice he would certainly have succumbed fo 
his strong leanings towards poetry and philosophy; but social problems 
were for him even more important and became the first and greatest 
of the imperatives by which he lived.” 


Charles Henn BARBIER, member of the Executive Committee of the Inter- 
national Co-operative Alliance, 


“As always in the past, his presence is still continually with us, 
giving his students reason to believe in and hope for a world freed 
from the scourge of war once and for all. And his students still eagerly 
absorb his teachings full of astounding optimism and enthusiastic 
idealism.” 


Claudius TERRIER, Rector of the University of Geneva. 


“For his fellow-beings, Edgard Milhaud was one of the best, one 
of the most brotherly and one of the most human of men.... The story 
of his life is a magnificent one. It was embellished throughout by the 
brightness of his mind and by his belief in the inexhaustible forces 
of life, for every form of which he had the utmost respect. He had, too, 
a moving faith in humanity; although he often deplored its weaknesses, 
its errors and even its crimes, he nevertheless placed in humanity an 
unshakeable and ever-renewed trust.” 


Jean TREINA, Councillor of State, Geneva. 


“He was inspired by a passionate ideal and yet shunned all pas- 
sions; he was imbued with a humanism which brightened all our lives; 
his efforts were continually directed towards the furtherance of the 
great designs to which he devoted his entire life. We shall always 
remember Edgard Milhaud thus...” 


Gabriel VENTÉJOL, General Secretary of the French General Confederation 
of Labour—Force ouvrière. 


“My eyes were opened by his first books, written towards the end 
of the first World War. Apart from Léon Blum, there are few people 
who have influenced my thinking as much as Edgard Milhaud... I was 
always attracted by the vivacity of his mind, the depth of his knowledge 
and the generosity of his thinking.” 


Jules MOCH, former Minister in the French Government. 
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“Thus until the very end of his life Edgard Milhaud was a fighter 
for the cause of man, whom, like Jean Jaurès, he considered to be the 
‘measure of all things’. Inevitably, he was a socialist militant in the 
fullest sense of the term; at the same time, he was a teacher, one of 
the select few who lead those in darkness towards a greater light oi 
understanding and leave them better men than they were before.” 


. "Ernest CAZELLES, Deputy Secretary-General of the French Socialist Party. 


“There are very few men who have devoted all their abilities to the 
furtherance of a cause or struggled for an ideal throughout their life- 
times as determinedly as Edgard Milhaud.” 


Erwin HASSELMANN, Member of the Board. of the Cala Beete of 
German Consumer Co-operatives. 


“While he was enthusiastically describing the aims and principles 
of his life work, I suddenly had the idea of beginning talks at the 
highest level in Austria with a view to launching a campaign to promote 
collective economy.” 


Karl PROBSTING, Director: of the Austrian National Section of ICRICE. 


“Forty-three years ago Edgard Milhaud was recommending policies 
which we are only beginning to adopt today.” 


Angelos ANGELOPOULOS, Professor at the Panteios School of Political 
Science in Athens and President of the Hellenic Planning Association. 


“Here was a man who never lost sight of the fact that the funda- 
menta! problem and aim of collective economy was human. betterment 
and who was always ready to make personal sacrifices in the further- 
ance of this ideal.” 


Adolph KUMMERNUSS, Formerly President of the Union of Public Service 
and Transport Communications Workers. 


“The achievements of this indefatigable fighter certainly deserve our 
admiration. but we can only learn truly to appreciate him and to 
understand his undiminished value and ‘greatness by reading his 
writings... Edgard Milhaud was far in advance of his times.” 


André BAEYENS, Member of the Belgian Directorate for the Coal Mining 
Industry. 


“His unceasing devotion to the most humble and downtrodden and 
his sunlit vision of a worid in which brotherhood and humanity would 
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reign absolutely will continue to cast a beacon light for those who 
remain.” 


Jean MORI, Secretary of the Swiss Federation of Trade Unions. 


DI 


. a friendly but upright man; a close friend; and, above all, 
a great personality who unceasingly sought to promote and defend all 
that is best in every individual and peace throughout mankind.” 


Werner BLEILE, President of the Swiss ICRICE Association, Manager of 
the Central Co-operative Bank in Basle, Switzerland. 


“Professor Milhaud... dedicated the whole of his life to the welfare 
of working people and of society.... We shall do our utmost, together 
with his his other disciples and friends, to continue worthily the task 
which he began.” 


Roberto TREMELLONI, Italian Minister of Finance and President of the 
Italian National Section of the ICRICE, and Alberto MORTARA, Vice-Presi- 
dent of the Section. 


“We shall never forget Edgard Milhaud’s magnificent and unre- 
mitting struggle for the emancipation of the working classes.” 


Roger RAMAEKERS, Secretary-General of the Belgian General Co-operative 
Society. 


“A scholar, an expert and an economist who was at the same time 
an outstanding international civil servant.... He has thrown new light 
on the work of all of us.... Now the tree has been struck down. But 
those of us who have stood in his shadow and have received or passed 
on his message will never forget him.” 


Francis WOLF, Legal Adviser, International Labour Office. 


“The spirit of sacrifice and militant idealism which marked his life 
and career are becoming increasingly rare as time goes by. This makes 
it all the more essential that his spirit and his beliefs live on, and it 
is our task to see that they do so.” 


Gerhard WEISSER, Professor at Cologne University. 


“There is no call for pain on the death of a man who has lived to 
a ripe old age after completing a noble and rewarding task. We who 
share his beliefs have a duty to continue his work.” 


W. P. WATKINS, Former Director of the International Co-operative Alliance. 


THE BRITISH CO-OPERATIVE MOVEMENT SINCE 
THE INDEPENDENT COMMISSION 


by 
Desmond FLANAGAN | 


Most objective observers would agree that the last decade has not 
been the most glorious in the history of the British Consumer Co- 
operative Movement. Favourable conditions of full employment and 
rising consumer expenditure have not resulted in retail co-operative 
societies making appreciable progress. The Independent Commission 
of which the late Hugh Gaitskell was chairman, and whose report was 
published in 1958, came to the conclusion that the Co-operative Move- 
ment was stagnating. The appointment of such a Commission in 1955, 
indeed, indicates that co-operators themselves were dissatisfied with 
the performance of their societies. The British Co-operative Movement 
has for very many years been subjected to the critical comment of 
sections of the popular Press, much of such criticism being exaggerated. 
Publication of the report of the Commission led to the extension of 
criticism in more serious papers such as the Guardian, Times, Eco- 
nomist and Statist, and with emphasis as it became clear that the 
Co-operative Movement seemed unprepared to accept some of the key 
recommendations of that Commission’s report. All this has affected the 
public image of the Co-operative Movement and has added difficulties 
to societies in increasing trade. 


The census of retail distribution undertaken by the Board of Trade 
since 1950 has indicated how multiple concerns have increased their 
trade at the expense of the independent traders and also of co-operative 
societies. 

Dealing with the change in position between 1957 and 1961, The 
Board of Trade Journal stated, “Food shops accounted for much the 
same proportion of total retail trade, 46%, as in previous census years. 
But within the food group, whereas co-operative societies increased 
their sales by only 3%, from 1957 to 1961, the larger multiples with 
ten or more branches (who accounted for roughly the same value of 
sales as co-operative societies in 1950 and 1957) increased their takings 
by 42%, leaving the co-operative societies far behind. Other traders’ 
food shops increased sales by 11%. Co-operative societies’ non-food 
shops did better, their sales increasing by 16%, while the large 
multiples increased theirs by 34%, and other traders by 14%.” 
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These multiple organisations. nationally directed have attracted a 
substantial section of the increasing consumer expenditure. The multiple 
concerns have been able to secure capital and have equipped themselves 
with highly skilled executives. The field of interest of each concern 
is much more restricted than that of co-operative societies and with 
resultant specialisation. These concerns are also in a position to place 
orders for large quantities. of supplies and in this way are able to 
buy at preferential, low prices even from influential manufacturers of 
branded goods, 


As far as foodstuffs are concerned multiples have also been able 
to break away from restrictions of retail price maintenance, which 
whilst banned when collectively operated under the 1956 Restrictive 
Practices Act, has until recently been legally possible under British 
law as far as individual manufacturers are concerned. In addition, there 
have been all kinds of innovations in the sphere of retail trading. 
Whilst co-operative societies were pioneers of self-service stores, for 
some years now the percentage of self-service stores in relation to the 
total has been steadily diminishing. The co-operative percentage of 
supermarkets has also been diminishing. Societies have had to contend 
with stamp trading, cut-price shops and discount stores; with a new 
feature of the British retail economy, group trading by private stores ; 
the extension of hire purchase facilities in their various forms; vast 
development schemes of local authorities involving new shopping 
centres; new technological developments involving supermarkets and 
sale of frozen foods, a wide new range of products and new pre- 
sentation of those products. It is not at all surprising that the period 
has been referred to as the revolution in retailing. But the presidential 
address to the 1945 Co-operative Congress foretold that there would 
be sweeping changes in distribution after the war. 


Dividend rates on co-operative purchases have been on the decrease 
from 1s.0% d. per £ in 1958 to 9% d. in 1963, although there have been 
slight increases in the total amount of dividend paid each year until 
recently. Casualties among the British societies have not been confined 
to the small societies. Some of the large metropolitan societies and 
large societies in provincial cities such as Manchester and Liverpool 
have also taken heavy punishment These .conditions have ied to 
despondency in certain quarters. 


The National Economic Development Council, which has been set 
up by the Government, has predicted that the co-operative share of the 
retail trade will fall from 8% in 1961 to 7% in 1966, for foodstuffs. 
In the non-food shops co-operative trade over the period is expected 
to remain at 2.2%. 


That is the black side of the picture. There are other factors to 
be taken into account in completing the picture of the British Consumer 
Co-operative Movement today. The membership of societies has been 
increasing, although at a rather lower rate since 1961. Membership 
has increased by over half-a-million between 1958 and 1963 and 
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membership still represents one in three of the adult population. These 
are net figures. Societies in a great many cases eliminate defunct 
members and, with contributions to the Co-operative Union being on 
a per capita basis, there is every encouragement for them to do so. 


Anxieties about the present situation have resulted in a stream 
of new thinking on co-operative problems. A variety of proposals have 
been brought forward regarding the reorganisation of the Co-operative 
Movement ranging from advocacy of the old idea of a national society, 
adaptations of the recommendations of the Independent Commission, 
and the latest proposals for the merger of the Co-operative Union 
and the two wholesale societies: there are also demands for soma 
over-all authority for the Consumer Movement and also for the inte- 
gration of co-operative organisation. More realistic has been the 
actual development of buying groups to co-ordinate societies’ pur- 
chasing powers and also marketing of commodities. 


An old-established organisation such as the Brifish Co-operative 
Movement cannot be expected to travel consistently at the same 
momentum, It is likely to have its good times and its bad times. Part 
of the Co-operative Movement’s problems arise as a result of its 
growth. The membership of the British Consumer Movement exceeds 
that of the whole membership of all the Movements of Western Europe, 
and two-fifths of their retail trade. To co-ordinate such a movement 
to match the pressures of present-day economic conditions and tech- 
nical changes and at the same time retain its true co-operative character 
is no light task. The British Movement is exploring the possibilities 
of new forms of co-operative organisation to meet the requirements 
of a new age. As yet it has probably not discovered the new design 
of co-operation but from the discussions and debates which have 
taken place this may well be evolved. 


OUTCOME OF THE INDEPENDENT COMMISSION’S REPORT 


When the report of the Gaitskell Independent Commission was 
published The Co-operative News stated that the Co-operative Move- 
ment would never be the same again. Publication of this report is 
certainly a landmark in Co-operative history and although no profound 
organisation changes have as yet emerged as a result, the report is 
still a source of inspiration to many reformers. The report was an 
excellent document as a criticism of existing co-operative methods and 
organisation in the field of production and marketing. The structural 
solutions put forward, however, could have been perfected. Too much 
attention may have been given to the critical analysis and too little 
to the drafting of plans for the future organisation. Having demanded 
a report, however, it was harmful for the impression to be given that 
it was not being fully implemented. Gaitskell himself said “if you 
want to see expansion, either you must agree with our proposals or 
you must put forward others in their place”. 
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There is no single document which records the decisions regarding 
the Commission’s report. Part is to be found in the Congress Reports 
and part in the reports of the meetings of the wholesale societies. In 
the circumstances, it might be as well to review what -eventually 
happened to the recommendations of the Commission. 


The Independent Commission, it will perhaps be recalled, put for- 
ward some 50 recommendations but five of these recommendations were 
of major character, as follows: 


(1) Establishment of a Co-operative Retail Development Society 
(C.R.D.S.). 

(2) Opening a specialist chain of shops. 

(3) The undertaking of an amalgamation survey. 

(4) Reform of the control of the wholesale societies. 

(5) Expansion of the Co-operative Union services. 


The Commission’s most revolutionary proposal was that of creating 
a new national organisation, the Co-operative Retail Development 
Society. 


The functions of the C.R.D.S. were to be as follows: 


(1) The recognised agency for retail societies to approach in the 
event of capital being required for development. 


(2) Provide expert advice on shop sites, window dressing, stock 
control, shop fitting, etc. 


(3) Provide an economic and planning department. 
(4) Provide an organisation and methods department. 


The Co-operative Union and the Co-operative Wholesale Societies 
were to control the new organisation. However creation of this organ- 
isation was opposed by these national federations. Despite this at the 
special Blackpool Congress, 1958, by a small majority the idea of 
establishing a Co-operative Retail Development Society was accepted 
in principle and a special committee was assigned to work out details. 
In addition, however, a further resolution was adopted at the special 
Congress calling for the Co-operative Union’s organisation to be 
strengthened. 


This was allowed to cloud the issue with the result that at the 
subsequent Congress two reports were submitted on the proposals of 
the Commission regarding C.R.D.S. It was proposed by the majority 
that a Development Committee of the Co-operative Union should be 
established to carry out the main function of C.R.D.S. and a Develop- 
ment Officer should be appointed to direct operations. This proposition 
was carried by the Congress of 1960 in preference fo a more elaborate 
proposition from the minority group. The Development Committee was 
to include directly elected representatives of societies as well as repre- 
sentatives from the Union Executive and Wholesale Boards. As a 
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result permanent officials from some of the larger societies instead of 
laymen, came to serve on the Development Committee. 


In practice it became difficult to draw a sharp line between what 
was the field of development and what was a trade advisory matter. 
The Co-operative Union had a Food Trades Advisory Department, with 
trade associations for milk, meat and bakeries. Further, the 1960 
Congress set up a trade association for the grocery trade, There was 
also a Dry Goods Trade Advisory Department with trade associations 
for non-foods and the laundries. 


As a result of this experience, the initiative was taken by Congress 
in imposing further changes on the Co-operative Union. The Develop- 
ment Committee was replaced in 1962 by the Trade Committee to 
supervise the entire trade advisory and development work of the Co- 
operative Union. Further, retail societies were to elect directly repre- 
sentatives to the Central Executive of the Union which meant the 
inclusion of more of the retail societies’ managers. This is the pos- 
ition at the present time. 


As regards chains of specialist shops, a special society was in- 
augurated, Shoefayre Ltd., controlled by retail societies and the whole- 
sale societies. This organisation has acquired two groups of footwear 
shops in the country. The groups have been reorganised since coming 
under co-operative ownership. As yet it is too early to say how 
successful this experiment will prove. The C.W.S. has also opened 
four supermarkets under its own direct control. Later reference is 
made to the other activities of the C.W.S. in the field of retailing. 


The Co-operative Union was charged by the Independent Com- 
mission with the responsibility of conducting an amalgamation survey. 
Officials of the Union proceeded with this work and as a result there 
appeared a report which was presented to the 1961 Congress. The 
proposals reduced the number of retail societies from 875 to 307. The 
number of societies has since the issue of the report fallen from 859 
in 1960, to 826 in 1961, and 801 in 1962. But disappointment has been 
expressed about the slowness in achieving amalgamations. Neverthe- 
less there is movement in this direction if slower than necessary. Under 
British law amalgamations regiure a two-thirds majority of members 
present and voting at a statutory meeting. With small attendance of 
members at societies’ meetings vested interests are apt to oppose the 
amalgamation of societies and prevent mergers being fulfilled, 


As regards the reform of the C.W.S. which the commission recom- 
mended, this was opposed by the C.W.S. Some concessions were made 
in incorporating some of the managers to serve on committees having 
specific functions or responsibilities. The Commission recommended that 
productive factories which could not engage in full production should 
be closed and a number of the C.W.S. and S.C.W.S. smaller factories 
have been closed. Discussions have taken place with the Managers’ 
Association regarding special discounts for large purchases. Similar 
discussions have taken place in Scotland. Scotland’s wholesale society 
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also rejected the. Commission’s recommendations and succeeded for the 
most part in persuading its shareholders to this point of view. Consti- 
tutionally then, the wholesale societies remained much as before. 


The services of the Co-operative Union to societies have been 
increased. Staffs of advisory departments have been augmented. 
Whilst the Development Committee existed for only a short period, its 
place being taken by the Trade Advisory Committee, the Development 
Department has been created. 


What has happened in effect is that the Co-operative Union and 
the C.W.S. have assumed some of the functions the Commission 
assigned to C.R.D.S. 


NEW DEVELOPMENTS 


Before dealing with the latest reform movement entailed in the 
proposals concerning the national federations, it is desirable to consider 
some of the changes which have taken piace in other directions 
unrelated to the events arising directly from the Commission. 


At the retail level there have emerged a number of buying groups 
of retail societies which not only place bulk orders for goods with the 
wholesale societies and private manufacturers but also plan marketing 
operations for the societies involved. Some groups introduce their own 
labels, publicise their prices and issue a news sheet to members. 
Beginning quite informally, these groups have now been recognised 
by the Co-operative Union which has a model constitution for them. 
In some cases the C.W.S. representatives attend meetings. These 
groups are certainly playing an important part in co-ordinating co- 
operative effort. ` 


It has of course beeen argued that were the wholesale societies 
functioning properly such group schemes would be unnecessary. 


The need for greater co-ordination is everywhere manifest. For 
instance in the matter of hire purchase the terms offered to members 
have varied from society to society, instead of there being a nationa 
scheme. 


Plans are now on foot for the establishment of regional warehouses 
to supply retail societies and one group of societies has ventured in 
erecting its own area warehouses. The C.W.S. has also undertaken to 
open a chain of coal depots to match the rationalisation scheme of the 
railways under the report of Dr. Beeching. 


In 1959 the C.W.S. set up a Bakery Division which took over a 
number of retail societies’ bakeries and now supplies bakery products 
not only to societies but also directly to members. The interest of the 
C.W.S. in the bakery business was of course closely connected with 
the operation of the flour mills. Declining purchases of bread by 
consumers in general coupled with a heavy rationalisation programme 
by millers and their infiltration into retail business certainly placed the 
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co-operative bakery business in some areas in a precarious position. 
The Co-operative Union has recommended all societies to pass their 
bakeries over to the division, but the C.W.S. has indicated this 
absoption has gone far enough for the present. Such action of the 
C.W.S. in bakery concentration has been resented by sections of the 
Movement. Assurances have already been asked and given from the 
C.W.S. that it does not intend to take similar action in the case of milk. 


Co-operative attention was drawn to the extension of Co-operative 
Retail Services a subsidiary of the C.W.S. in 1957. This organisation 
was originally projected, in 1928 to initiate co-operative trading in 
areas where Co-operation was not developed. In 1935 the C.W.S. 
actually started what was known as the C.W.S. Retail Society and the 
society performed ambulance services for societies which were collaps- 
ing. Criticism of this body in 1944 led to the establishment of a Joint 
Committee of the Union and C.W.S. to examine the position regarding 
societies seeking admission to what is now Co-operative Retail Services, 
Ltd. After some years there was a substantial increase in the number 
of societies transferring their engagements to C.R.S. Suspicions were 
aroused that the C.W.S. was using C.R.S. to take over the Co-operative 
Movement’s retail activities. A committee examined the position and 
reported in 1958 asking for a statement of policy from the Co-operative 
Union. This statement was not forthcoming and C.R.S. continued to 
grow. There were societies in poor conditions who joined and societies 
requiring capital. Local committees remained in existence although 
their power was curtailed. Such facilities caused societies to switch 
to C.R.S. rather than amalgamate with their local neighbour or defer 
amalgamation until their economic position was so poor that they were 
an unacceptable partner for the neighbouring society. Successful 
societies objected to the C.W.S. subsidising this retail adjunct of the 
wholesale. 


The policy statement was rejected by the 1963 Congress but finally 
accepted by the 1964 Congress and this makes it more difficult for 
retail societies to join C.R.S. without thorough inquiry. Whilst some 
C.R.S. branches were taken over as far back as the thirties few, if any, 
of these undertakings are highly rated retail organisations. 


In Scotland there has not been the same extensive development of 
retailing by the S.C.W.S. but that organisation has lately engaged in 
the mail order business to serve its retail branches. 


NATIONAL FEDERATIONS MERGER 


One consequence of the Independent Commission and the seeming 
rejection of its major proposals was the marshalling of some of the 
leaders of progressive retail societies to introduce more active policies 
and instigate reforms. The result was that at the 1962 Congress pro- 
posals were put forward for a committee to be set up to negotiate the 
merger of the Co-operative Union, the two wholesales and the Pro- 
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ductive Federation. The proposal was carried by a substantial majority 
as was an interim report presented the following year, when the spokes- 
man of the C.W.S. indicated that the reform of the national federations 
should be accompanied by reform of the retail societies. 


The 1964 Congress saw a report presented recommending the merger 
of the national federations, but excluding the Co-operative Productive 
Federation. By comparison with the report of the Independent Com- 
mission, the report was a slight document and it was obvious that 
simple proposals were prepared so that there might be general agree- 
ment on principle and discussion should not be side-tracked by details. 
The new federation was to be controlled on lines similar to those 
suggested by the Commission for the C.W.S. There was to be a 
general elected board of about 40 with a management board appointed 
by the elected general board. Provision was made for the interim 
régime so that the existing full-time directors of the C.W.S. and 
Scottish C.W.S. would be absorbed on one or other of these con- 
trolling bodies. The idea of a national society, which has been 
resurrected as a solution to the Co-operative Movement’s problems in 
certain quarters, was rejected. There was a firm statement that retail 
societies would exercise full control of the new federation. Provision 
was made for contractual obligations regarding purchases between 
retail societies and the new federation and this was to be written into 
its constitution. 


Whilst the Co-operative Union and the C.W.S. Board supported 
the recommendations, the Scottish C.W.S. Board indicated its oppo- 
sition to the proposals. It was felt that productive undertakings would 
drift from Scotland, despite guarantees given in the report that a 
proportion of Scottish productive interests would be retained there. 
Whether this undertaking in the present highly competitive state of 
trade and industry could in fact have been honoured is another matter. 
There were, however strong claims made even in Scotland for a single 
national organisation of the Co-operative Movement in Britain. Action 
over the decision depended on the votes of shareholders of the two 
wholesale societies, as they are autonomous bodies. In September 1964, 
retail societies in Scotland rejected the merger proposal by 475 votes 
whilst only 179 votes favoured the merger. The Co-operative Union 
had previously indicated it would only support the complete scheme 
for a merger. Indeed a merger between the Co-operative Union and 
the C.W.S. would result in an anomalous situation, the Scottish retail 
societies being as a result members of both the Scottish C.W.S. and 
the joint wholesale and union. Both the C.W.S. and the S.C.W.S. 
indicated when the result was known that they were each prepared to 
consider constitutional changes in their own organisations. 


Whilst the federations’ merger had the support of friends of the 
Independent Commission it must be realised that this merger was in a 
directly opposite direction to that of the Commission. The Commission 
proposed the introduction of a new federation, the Co-operative Retail 
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Development Society, making five national federations in all. The more 
recent proposals before the Co-operative Movement proposed one 
federation, excepting the C.P.F. The report of the federation negotiating 
committee left a great deal to be decided. The financial and taxation 
issues involved had not been discussed—quite formidable problems. 
There were very practical questions such as for instance : would a 
retail society’s committee or officials consult officers of an organisation 
about their problems with which they were engaged in trading relations; 
as they do at present with the independent Co-operative Union? 


Co-operative reformers are particularly impressed by the Swedish 
and Swiss Co-operative Movements, where there are single federations 
operating. The scale of the problem is immensely different in Britain. 
The entire membership of Swedish consumer societies is less than that 
of the London Society. 


The single federation idea received a great deal of support. There 
were several reasons for this. On the retail side, some societies in 
difficuities felt that the emergence of such a powerful organisation 
would immediately waft away their own problems. Other societies, 
successful and progressive, believe that the central organisation 
requires drastic reform. Most informed co-operators would agree with 
that but it is not sufficient to shake up these bodies—it is necessary 
to see that the pieces come down the right way up. Quite a number 
of people are not certain that a single federation is the solution. It 
could create an unwieldy organisation which would be far from efficient. 
It could lead to the extension of bureaucratic tendencies. Whilst retail 
societies declared that they would retain control of the situation at 
the recent Congress when it came to determining the constitution of 
the committee which would examine the detailed decisions regarding 
the new federation, the representatives of the retail societies were not 
given direct representation. 


MANAGEMENT PROBLEMS 


The disappointing performance of some societies has now led to 
consideration being given to the quality of management serving 
societies. There is, of course, a premium on good managers in every 
sector of the commercial and industrial activities of Britain. The 
general practice of the Co-operative Movement has been to recruit its 
staffs from school-leavers and provide training facilities for young 
employees to advance themselves and ultimately have the opportunity 
of taking over managerial and other senior posts in the co-operative 
service. Before the war, when there was unemployment and co-operative 
societies offered better than average wages and conditions of employ- 
ment and also a good measure of security, it was possible to recruit 
the best of school-leavers. With the conditions of full employment that 
have existed since the war, there have been wider opportunities for 
young people to select their jobs and occupations. In general, the 
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‘ distributive trades have been low in the list of preferences with the 
result that quality of labour recruited by the Movement has not been 
as good:as formerly. Choice for promotion has consequently been poor. 


The managerial talents required of a co-operative manager, save 
perhaps of the smallest societies, is of a very high order. The business 
of co-operative societies is complex involving many trades ; societies 
cover quite large areas with their different activities; there is the 
problem of the manager being subjected to an elected board of manage- 
ment of laymen who may not be informed in commercial practice. 
In fact, quite a number of people serving the Co-operative Movement 
in a managerial capacity have been enticed to the service of first-rank 
private enterprise. Others would undoubtedly be equally acceptable 
to private enterprise were they not reluctant to sever their connections 
with a movement to which they have become devoted. At the present 
time a former food trades manager of the London Society is chairman 
of the. Self-Service Trade Association, which embraces both private 
and. co-operative organisations, whilst a former retail manager and 
now retail adviser to the C.W.S. is chairman of the National Asso- 
ciation for Supermarket Operators. The sole commercial experience 
of Lord Robens, the very successful chairman of the National Coal 
Board, ‘was derived from the Co-operative Movement. Rewards of 
managers in the Co-operative Movement are not in general as good 
as those serving in a similar position in private undertakings. This 
has been an age-old problem of the Co-operative Movement and a 
practice which has probably done it much harm, At the present time 
it makes it extremely difficult for the Co-operative Movement to intro- 
duce executives from private enterprise. Whilst private undertakings 
to an increasing extent resorted to specialised consultants when it 
came to filling important posts in their organisation, co-operative 
societies have not in general evolved any complete system of guidance 
in such matters, and in the small numbers of cases where advice is 
sought it is usually on technical matters and not on the leadership 
capacity of the person concerned. 


Complaints have been made about the interference of the elected 
management committees of societies with the professional ‘management. 
In law the elected management committee is the legal management of 
the society. Where things go badly with a society, then committees 
are inclined to interfere more. Some efforts have been made to clarify 
the position between the two categories responsible in different ways 
for the management of societies by the publication of two studies on 
the subject. 


The Co-operative College has recently introduced a two-year 
management course on experimental lines to assist the probem of 
management ‘recruitment. Men selected for this course will study at the 
College and in societies. They are guaranteed managerial posts within 
the movement on completion of their studies. Some of the candidates 
come: from universities. At Leeds and Manchester Universities some 
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co-operative studies have been recently introduced. Nottingham Uni- 
versity with its proximity to the Co-operative College has also . 
sponsored co-operative research work. But by and large British 
universities have not given the attention to the Co-operative Movement 
which one might expect with the result that graduates have not been 
encouraged to seek employment within the Movement. Some com- 
mentators on this subject feel that the Co-operative Movement will 
require to introduce more managers from private enterprise. 


The solutions of such problems are perhaps of greater importance 
than grand merger plans involving the national federations, 


MEMBERSHIP RELATIONS 


Whilst the British Co-operative Movement boasts a huge member- 
ship of some 13 million people, a membership which is still growing, 
the attendance at societies’ meetings and the voting in co-operative 
elections has been woefully declining. A special study of this situation 
was made some years ago by Geoffrey Ostergard and Joe Banks. Over 
a sample survey of societies they found that attendance at meetings 
had declined from 1.53% of members in 1933 to 0.25% in 1954. These 
research workers further showed that voting for board members had 
declined form 4.22% in 1933 to 2.75% in 1954. In January of 1964 
an article published in the Co-operative News brought this survey up 
to date as far as was practicable and showed further decline in per- 
centage of attendance to 0.17% of total members whilst the voting had 
further receded to 0.9% of membership. Geoffrey Ostergard, a research 
worker in this field, writing in 1964 said “constitutional conservatism 
has prevailed. As a consequence, the Movement now faces a crisis of 
democracy so acute that it threatens its foundations.” 


The situation is not one which is exclusively a co-operative problem. 
Trade union, political and church meetings are similarly affected. 
People are perhaps more comfortable in their homes with radio and 
television, better lighting and heating and greater comfort all round. 
They have cars to take them into the country if they do not wish to 
stay at home. Clearly, however, it is a serious problem for any organ- 
isation which purports to be democratic. There is the danger of small 
minorities, not fully representative of the members, controlling the 
society. Management committees of societies, whose powers come from 
such limited electorates are reluctant to take action to remedy the 
situation. The Co-operative Guilds show substantial declines in 
membership. The Men’s Guilds were seriously affected by the war and 
have not succeeded in regaining their position. The Women’s Guilds 
once strong and formidable champions of the co-operative cause have 
been affected by population movements to newly built housing estates. 


Two reports have been issued from the pen of a research worker 
on the position of these co-operative auxiliary organisations. Member- 
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Ship of the Women's Guild was 87,000 in 1938, 50,000 in 1959 and 
43,000 in; 1963. The Men's Guild in England and Wales was 11,500 
in 1938 but only 1,488 in 1959, The Co-operative Union’s Education 
Department, as a result, has appointed an officer responsible for 
dealing with the problem of members’ interest, and several new public- 
ations have been issued aimed at stimulating such interest. It has 
perhaps not been fully appreciated by the Co-operative Movement that 
the decline in member interest and guild organisation may well have 
something to do with the fortunes on the trading front. 


| Some co-operators are not oblivious of the seriousness of the 
‚ matter and at the 1960 Co-operative Congress a resolution was sub- 
mitted by a retail society calling upon the federations to consider the 
question of stimulating members’ interest. The resolution was carried 
although the Co-operative Union Central Executive neither opposed 
nor supported the proposal. Educationists and public relations ele- 
ments were brought together in a report published in 1962. This 
suggested that better use should be made of existing education facilities 
and some consideration was given to the use of television but the cost 
of this was extremely high. The report was in effect just another 
report and not a turning point in leading the Movement forward on 
the paths of a vigorous and vital democracy. 


Some further attention has been given to the question in two sub- 
sequent Congress reports and attention directed by the Co-operative 
Union to the responsibilities of societies’ management committees 
realising the importance of the issue involved. A writer in The Co- 
operative Review went so far as to suggest a special electoral committee 
in larger societies to see that members were made aware of their 
reponsibilities for exercising democratic control. 


The C.W.S., it is true, has engaged more heavily in national press 
advertising in presenting its “Come Co-operative Shopping” campaign. 
Trade advertising of this order, whilst undoubtedly beneficial to the 
commercial interests of the movement makes small contribution to 
creating an informed democratic membership. 


Circulation of the co-operative magazines and journals is small in 
comparison with total membership, Official journals of the Movement 
are inclined to decline in circulation as the number of societies declines. 
Reynolds News the Movement’s Sunday newspaper, and now named 
The Sunday Citizen was refashioned in October 1962 but its circulation 
has not appreciably improved. The Home Magazine of the Co-operative 
Wholesale Society which was first established in 1896 and well known 
as the Wheatsheaf and was the principal link between member and 
retail society through the pages of local news and information ceased 
publication in September 1964. It is to be replaced by a new paper 
Good Shopping which may well give more emphasis to trade topics. 

From ‘what has been said if will be seen that the British Co- 
operative‘ Movement is confronted by many problems. Some of those 
problems’ are shared by other consumer movements. As a whole co- 
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operators are in a self-critical mood and there is an awareness that 
changes are necessary. It is on the form of those changes that division 
arises. It is probably not sufficiently recognised that co-operative 
societies have now to compete with nationally organised retail units 
and no longer with unorganised private traders. Such a situation calls 
for more national plans and national agreements as to policy. This 
does not necessarily mean an authoritarian rule but compliance by 
societies on a voluntary basis. Those policies must be carefully planned 
and trouble must be taken to sell them to societies and to members of 
societies. It can be done, as was shown by the response to the cut-price 
policy introduced in 1948 at the behest of the Labour Chancellor of the 
Exchequer, Sir Stafford Cripps. 


Many of the British Movement’s problems are an outcome of growth 
—growth in size and growth in complexity of interests. Such a situation 
calls, it would seem, for more specialised organisation. Outstanding 
successes have been achieved by the Co-operative Insurance Society 
and also the Co-operative Permanent Building Society, where there is 
direct organisation from the national level to the individual consumer 
in a specialised field, Just ten years ago a committee was examining 
the organisation of the C.W.S. with special reference to decentralisa- 
tion. The functional management suggested for the new merger or as 
suggested for the C.W.S. by the Independent Commission .is in the 
direction of specialisation. It is probably on the lines of greater 
specialisation that the British Co-operative Movement will achieve new 
successes. 

The greatest asset of the British Co-operative Movement is that it 
is a great peoples’ Movement. To retain that status new methods of 
communication with the member must be exploited to retain and regain 
member interest. This is costly but it would be money well spent and 
stimulate the whole co-operative exercise. To accomplish this much 
more generous allocations of resources must be made to the Co- 
operative Press and also to education, but not simply formal education. 


There are obvious things which require to be put right in the 
British Co-operative Movement and the criterion of good organisation 
should not be what the wholesale societies want or what retail societies 
want but what the members want and are entitled to. When problems 
are approached from this angle rather than the institutional angle then 
the British Co-operative Movement will again advance and excel its 
past notable achievements. 


- INVESTMENT DECISIONS IN FRENCH PUBLIC UNDERTAKINGS 


by 


Cu Jean MARCHAL, 
Professor at the Faculty of Law and Economics, Paris 


By investment decisions we understand the decisions taken by the 
„management of a company with a view to increasing its production 
capacity ; this means that the company purchases or manufactures 
commodities falling into the category of fixed assets. The present 
article is concerned with analysing the way in which these decisions 
are made in undertakings belonging to the French public sector, 

A basic distinction must be made from the start between the public 
undertakings belonging to what is incorrectly called the competitive 
sector and what, in fact, almost invariably constitutes an oligopolistic 
branch, and the public undertakings which have a national monopoly. 


I 


The manner in which the public undertakings of the competitive or 
oligopolistic sector make their investments is not fundamentally different 


, from the procedure adopted by private companies. 


(a) Contrary to a widely held belief, these undertakings have no 
financing privileges in comparison with their private competitors. 

They fall into two groups, the first being free of any particular 
constraints despite the public character of the undertakings concerned, 
while the second group has assignments of public interest. 


(1) Amongst: the public undertakings which have no assignment of 
public interest and which are not, therefore, subject to any particular 
constraints, the most famous is the Régie nationale des usines Renault. 


The private competitors of that company have pointed out that, 
being a state enterprise, it is not compelled, as they are, to use part 
of its annual profits, for the distribution of dividends to the private 
shareholders. Its owner, the State, is more easily inclined to forego the 
dividend altogether or to be satisfied with a modest distribution. To 
this, the management of the Régie has replied that 50% of the profits 
go to the State and that the remaining 50% are by statute allotted to 
the personnel whose pressure is as strong as that of the private share - 
holders. 
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The management has added that the Régie, having no private share- 
holders, cannot provide for the funds it needs by increasing “its «Capital 
and issuing shares to the public. It can only apply for bank Toans and 
issue debentures. But in both cases it is forced to assume interest and 
sinking fund charges which are liable to be heavy. According to the 
management, the Régie can only put up with this handicap because of ` 
the widespread practice. of self-financing in the automobile industry. 
In the case of Peugeot, a private company, the fresh money supplied 
by the shareholders represents less than 5% of their captal expend- 
itures; the same is true for the Régie Renault. = 


The Regie has no tax privileges nor does it receive any indirect 
aid. It is true that under the Marshall Plan it received more 
machines than its competitors; however, this is due to the fact that 
the latter, being less dynamic and having no faith in the market, refused 
part of the aid offered to them. 


Today, the Régie receives only a few orders from the State or from 
national undertakings. Army orders, in particular, are to a much larger 
extent booked by Simca and Berliet than by Saviem, Renaults sub- 
sidiary in charge of heavy vehicle construction. 


(2) Among the undertakings which—without being monopolies— 
accomplish functions of public interest or are subject to particular 
constraints, one finds the Compagnie générale transatlantique and the 
Messageries maritimes in the shipping branch. 


In. 1959, these two undertakings, in which the public sector has 
majority holdings, accounted for 32.5% of their branch’s total revenues; 
they are thus far from having a monopoly. Even so, the Government 
compels them to operate some not very profitable lines or to maintain 
uneconomic service frequencies; this is done either for reasons of 


prestige—services on the Atlantic—or for the benefit of the nation— ` 


services to Corsica and to New Caledonia. 


Until 1954 both the private and the public shipping lines received 
substantial aid from the Government in order to permit the recon- 
struction of the fleet. This aid was the result of promises made during 
the war when the ships were requisitioned. 


Since 1954 there has been discrimination between the private and 
the public companies. Both benefit from interest reliefs which limit to 
4.5% the charges on loans, taken up to finance the investments made 
under the plans. The Crédit National also grants both of them long- 
term advances for the financing of investments corresponding to the 
plans. However, the public undertakings alone receive additional 
subsidies. In principle, these subsidies are destined to make up for 
the charges resulting from the continuance of the unprofitable or not 
very profitable lines mentioned above. The question of whether these 
subsidies suit their purpose or whether they are not too high compared 
with the charge they are supposed to compensate is open to discussion. 


It can be said, however, that they are conceived in such a way 
as to induce the undertakings to balance their budgets: when an 
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operation is more profitable than expected and the subsidy required to 
establish the balance between income and expenses does not, therefore, 
reach the ceiling provided for, the State grants the undertaking half 
of the difference between the ceiling and the amount required, 

It may be added that the subsidies are on a constant and substantial 
decline. For Compagnie générale transatlantique the subsidy in 1934 
made up 34.5% of its operating revenues, in 1938 15.5%, in 1956 9% 
and in 1959, 4.6%. 1 

Even supposing that this subsidy gives the public undertakings an 
advantage, it can be concluded that this advantage is tending to dis- 
appear. 


(b) Having established these conditions, it may now be asked how 
the public undertakings of the competitive or oligopolistic sector make 
their investments. 

There is general agreement among the specialists that the public 
undertakings have Deen a stimulus for growth since the end of the 
Second World War. The Régie Renault, in the automobile industry, is 
a good example for this: until 1956 its capital expenditures were 
higher in relation to its sales than was the case for its competitors. 
The same is true for other undertakings. 

This very noteworthy fact has attracted the attention of the econo- 
mists. Experience has shown that the executive staff, striving for 
efficiency and fascinated by technical progress, proved more dynamic 
than private industry which, while admittedly seeking profit, was often 
too much afraid of taking risks. Thus, Electricité de France, the 
nationalised successor undertaking of the private companies existing 
before 1938, has built many more barrages than the latter. It has also 
provided French industry with more power than it needed for its 
development. 

Can it be concluded from this that the investments were made in 
. a rational manner and that they have served the interests of both the 
undertakings and the nation? This question is difficult to answer. The 
public undertakings have no doubt strived very hard to act in a 
rational manner. The economic services set up by them have done 
much work, mainly on a theoretical plane. But it is difficult to judge 
whether the public interest has actually been satisfied. 

Failing a definite answer to this, the question—although not quite 
the same but nevertheless within the scope of the subject—can be 
asked whether the public undertakings have adapted their investment 
policy to the obvious plans which they had naturally to adopt. 

The example of the automobile industry shows that this has not been 
the case. The objectives established by the successive plans were 
determined by the consideration that domestic and foreign demand 
had to be satisfied, but even more so by the idea that the industry’s 


1 Cf. the table given in P. BAUCHET, Propriété publique ef planification, Ed. Cujas, 
1952, p. 139. 
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expansion had to be kept in check in order to avoid that, over the 
long term, it would develop more rapidly than demand and work below 
capacity once a certain degree of market saturation was reached. 


In actual fact, the established objectives are regularly surpassed by 
the companies belonging to the industry, and this is to a large extent 
due to the push of the public undertaking. Under the third plan, auto- 
mobile production in 1958 was one year ahead of the forecasts and 
two years in 1959; this means a surplus of 1,450,000 cars. 


The explanation for this lies in the structure of the industry which 
represents a model oligopoly. The companies concerned, and foremost 
the Régie Renault, have followed a policy designed to increase their 
share of the market to a point of domination, in the sense given to this 
notion by Stackelberg. This has led to a considerable expansion of 
unit output which has gone beyond the level most advantageous to the 
over-all plan. 

This brings us to a very important finding, both from a practical 
and from a theoretical point of view: undertakings which are not 
monopolies—even though they may be public undertakings—are more 
strongly influenced by an oligopolistic market structure than by the 
plan. Competing with a small number of large companies, the public 
undertakings were forced—despite considerations of public interest—to 
take liberties with the terms of references of the plan and to follow 
oligopolistic policies similar to those of private companies; they may 
even have conducted them with greater energy than the latter. 


This would be unexplainable but for the fact that, contrary to 
appearances, the means at the disposal of the central authorities for 
enforcing the plan with the public undertakings proved often less 
effective than in the case of private companies. This has been formally 
confirmed in interviews with the representatives of the public authorities 
who wish to remain anonymous, however. 


Some specifications are given by P. Bauchet.2 In the field of 
shipping, the interest reliefs have proved more effective for the private 
than for the public undertakings. The latter are subject to so many 
controls and interventions on the part of the different ministries that 
their effect is considerably reduced or even completely offset. In the 
same context it has also been claimed that the setting up of mixed- 
economy airlines side by side with Air France had the sole purpose of 
giving the central authorities a more effective contro! of at least part 
of air transport than would have been the case through the large 
national air line. | 

Summing up it can be said that the investment policy of the public 
undertakings belonging to the competitive or oligopolistic sector— 
although undoubtediy dynamic—hardiy appears original. It is fairly 
similar to the one likely to have been followed by private companies 
in the same market situation. 


2 P. BAUCHET, op. cit., p. 141. 
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The investments of undertakings constituting national monopolies. 
are Carried out in somewhat different conditions. 


It should first be specified to what. extent these undertakings 
constitute monopolies, It is true that, legally, the national undertakings 
do not always have exclusive rights: Electricité de France only 
accounts for 60% of electric power production in France, the remaining 
40% being supplied by other public undertakings such as Charbonnages 
de France, the SNCF (the national railroad company), the Compagnie 
nationale du Rhéne or by private undertakings such as the steel com- 
panies. But Electricité de France has a distribution monopoly. The 
other national undertakings provide the major part of the output of 
their industry and it is generally admitted that they should be capable 
at any time to meet the existing demand. This means that they do 
constitute monopolies. 


But these monopolies, like all other monopolies in our modern time, 
are constantly threatened by technical progress. While it is true that 
the undertakings concerned are the sole produces of a certain type of 
commodity, there are constantly new discoveries which may substitute 
the commodities produced by them. Thus, road and air transport 
competes with the railroads, and electric power can be substituted by 
gas and fuel oil. J. Schumpeter has therefore proclaimed his famous 
thesis that modern competition is no more just a struggle between 
companies of the same industry manufacturing the same commodity, 
but between huge undertakings each having a monopoly in their branch 
and offering substitutes to the consumers. 


Given these conditions, the undertakings exercising a monopoly 
‘ would appear to offer three distinct features: they are privileged in the 
means of financing available to them; their capital expenditures are not 
always made economically; despite this partial lack of economy, the 
public undertakings have an edge on private companies in several 
specific points. 


(a) The financing privileges obtained are only in part the result of 
a deliberate purpose of the public authorities; to a large extent they are 
the consequence of pressures exercised by the beneficiaries. The privi- 
leges are obtained in various forms. 

First there are the capital grants extended to the undertakings 
reviewed. They are Treasury loans at a reduced rate of interest which 
need not be refunded by the public undertakings, It is generally. agreed 
that these loans make up for the fact—already mentioned in connection 
with the competitive sector—that public undertakings, when they need 
long-term capital without any fixed date of expiry, cannot issue shares. 
While this may be a valid justification, there is the risk of abuses in 
practice. In order to avoid them, the amount and the cost of the 
capital that might be brought in by private companies through the 
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issue of shares should be strictly specified and the public undertakings 
be accorded an equal advantage. 


To these capital grants must be added the subsidies consisting in 
equipment, given as a compensation or constituting an operating aid. 
Some of these subsidies stem from services rendered. Some years ago, 
Air France was for instance compelled to use French Breguet aircraft 
whose cost was higher than that of similar equipment available on the 
world market. As a compensation, Air France obtained a subsidy. 
While this subsidy was clearly justified, it may be asked whether a 
similar justification existed for the aid given indirectly to Breguet. 


Finally, the public undertakings can obtain advances at reduced 
interest rates from the Economic and Social Development Fund 
(F.D.E.S.) and the Caisse des dépôts et consignations. Almost 35% of 
capital expenditures made by the large public undertakings are financed 
through these advances. It has been claimed that such advances have 
also been given to private companies on the same favourable terms, 
but it must in truth be said that the largest amounts were advanced to 
the public undertakings. 


In summary, it seems that the public undertakings with which we 
are here concerned benefit from advantages which are little or not fully 
justified. It has been claimed that in many branches operated by public 
undertakings there is, for technical reasons, a substantial need for 
equipment and that the capital ratio is therefore high. As a result, 
the funds required by these undertakings for the financing of their 
needs are much higher in relation to their sales than in other branches. 
But while this situation may explain an initial aid, there is no justi- 
fication for reducing the depreciation charges systematically. In order 
to make them supportable, the sales prices for the commodities or 
services supplied should be fixed at a satisfactory level. 


An objection frequently made to this is that, by agreeing to an 
increase in the sales prices of the public undertakings as their charges 
rise, the public authorities create inflationary pressures. This is why 
the Government has at times—and particularly in 1957—systematically 
opposed any rate increases by public undertakings and compensated 
them with subsidies. But it is clear that such a policy has two serious 
disadvantages. Firstly, it entails a charge for the government budget 
which must be covered through taxes or by monetary action with the 
result that the inflationary pressures which this policy is destined to 
prevent are created through other channels. Secondly, any opposition 
to adapting the sales prices for certain products to their production 
costs distorts the underlying conditions for a general economic equi- 
librium. The prices are no more representative of the manufacturing 
costs and of the consumers’ wishes, since some of them are artificially 
lowered through subsidies while others, on which the charge has been 
transferred through fiscal or monetary measures, are raised. It thus 
becomes very difficult for the planning authorities themselves to 
apportion investments in accordance with the public interest or even 
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simply to decide what should be done, since they have no basis to 
go on. : 


(b) In these circumstances, it is hardly surprising that the public 
undertakings concerned have only partly succeeded in rationalising their 
capital expenditures, 


Within every public undertaking—and, in particular, the SNCF and 
Electricité de France-—great efforts have no doubt been made to dis- 
tribute their investments in the most rational manner SESCH their 
different divisions. 


However, the inter-branch situation is considerably less favourable. 
There is mainly the problem of co-ordination in those branches whose 
products or services can at least partly serve as mutual substitutes. 
This is the case for energy production through coal, natural gas, 
electric power or oil and for transport where there is—at least some- 
times—a choice between the railway, river transport, the road and the 
air. It is obvious that these products or services should be supplied to 
the users in the most economic manner for the collectivity. But in 
practice, the co-ordination is quite inadequate; while there may be 
some justification for this in cases where private companies—such as 
oil producers—compete with public undertakings such as Electricité de 
France or Charbonnages de France, there is little excuse when public 
undertakings are in mutual competition. There are many examples for 
this lack of co-ordination: 


The SNCF, according to the Act of 9 April 1946, has retained its 
concessions for energy production in the valleys where it had tradition- 
ally made its investments. Today it still operates 19 power stations 
with a total capability of 1,600 million kilowatts out of a total hydro 
capacity of 30,000 million in 1962. The cost price of this energy is 
very low because of the high quality of the sites. New investments in 
these valleys therefore provide a higher yield than those currently made 
elsewhere by the SNCF. But a further development of this production 
potential was not possible for lack of available credit; as a result, the 
marginal installations of the two companies--SNCF and Electricité 
de France—are far from offering the same degree of profitability. 


A second example is Air France which, unlike most other airlines, 
does not only take care of the maintenance but also of the overhaul 
of its equipment. For this, Air France has huilt workshops and factories 
which all represent an investment. However, these plants do not have 
enough work to assure the full use of their labour. At the same time, 
the national aircraft manufacturers, who could look after the overhaul 
of Air France’s equipment, are in difficulties because they do not have 
enough orders. It is obvious, therefore, that there has been over- 
investment. 


This situation is explained—albeit not justified—by several reasons. 


(1) To start with, the investment policies are based on price/cost 
systems which are to some extent distorted through the interventions 
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of the public authorities. There is no co-ordination of the wage policies 
followed by the different public undertakings. Moreover, the latter 
cannot do their financing on equally favourable terms. Finally, there 
is no harmonisation of their budget policies: some undertakings try 
to balance their accounts, others accept a deficit and still others 
manage to make a surplus. In these circumstances, the price/cost 
relationship is different for each undertaking and the prices therefore 
do not have the same significance. 


(2) In many of the fields in which the public undertakings are 
engaged, the future is very uncertain. While it is not absolutely sure 
that there will be great technical changes, this is very likely. In energy 
production, an increasing use of nuclear energy can be expected. The 
specialists in the iron and steel industry think that a direct reduction 
of the ore may become possible so that there will be less need of solid 
mineral fuels. In transport, it is expected that air travel will grow 
further and that the shipping lines will have to adapt their operations 
to a widespread, popular tourist business. Although all these changes 
are easy to foresee, it is difficult to predict their time of application 
and the influence they will have on the prices in each branch, In these 
circumstances it is almost impossible to make investments rationally. 


(3) One also has to take into account the diversity and the seclusion 
of the different administrations in charge of public investments; both 
have survived in spite of the efforts made by the Pian Commission. 
The isolation of the technical ministries and the mistrust of the Ministry 
of Finance on their account are notorious. 


According to P. Bauchet 3, this lack of singleness in planning and 
decision is particularly noticeable in transport. The Road and Bridge 
Administrations are responsible for the roads and the canals, other 
bodies are in charge of the sea and airports while the transport 
companies buy the equipment needed for sea and air travel. All 
departments make there profit calculations separately. Many of them 
are exposed to political pressures and, in order to resist them, hide 
behind objective standards of calculation although they clearly take 
into account only half of the existing facts. Thus, the Ministry of 
Public Works bases its decisions on road development on the number 
of cars, although it is well aware that its investment policy should 
take into account other factors as well; however, it fears that unless 
it adopts this simple rule, the countless local political pressures might 
be too strong. 


Undoubtedly the Plan Commission has made great efforts to 
improve this situation. In the fields of energy and transport it has 
tried to find the best possible distribution of capital expenditures by 
reasoning in terms of marginal costs, by endeavouring to reconstitute 
real costs and prices on the basis of the registered costs and prices and 
by eliminating the effects of subsidies and sundry privileges. But the 


3 P. BAUCHET, op. cit., p. 159. 
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public as well as the private undertakings often fail to make available 
to the Plan Commission all the data at their disposal for fear that they 
might be used against them. As a result, the Commission must fre- 
quently limit its action to what P. Bauchet has described as a “policy 
of carefully dismantling the projects of the different transport services”. 


In summary, it must be concluded that the public investments are 
made in a far from rational manner. This imperfection is partly due 
to the insufficient efforts made by the central authorities and to the 
abuses on the part of the local administrations. However, it has also 
some profounder causes. Even if the central authorities and the local 
administrations had the public interest at heart at all times, the lack of 
information and the uncertain future would often prevent them from 
following a completely rational policy. 


(c) However, this inadequacy of investments does not imply a 
condemnation of the public undertakings as such. P. Bauchet who, as 
we have seen, is very severe in their regard, has stressed that public 
appropriation has some specific advantages as far as investments are 
concerned.4 There are three causes for this: 


(1) Public appropriation facilitates the adaptation of declining 
branches. It sometimes happens that technical development, the intro- 
duction of new commodities or simply market saturation leads to 
stagnation in certain branches and to a relative loss of their market. 
This has recently occurred in coal mining, natural textile production 
and flour milling. While the private entrepreneurs sometimes manage 
to adapt themselves, experience has shown that they are not always 
willing to make the necessary effort and prefer to side with their 
employees, exercising pressure on the public authorities in the hope of 
obtaining protection and of continuing—at least to some degree—in 
an activity which is no more compatible with the public interest. 


Public appropriation deprives this unhealthy wish of continuing at 
all costs of one of its motives. The capital no more belongs to the 
directors or to the management who do not, therefore, suffer directly 
from its loss. No doubt would they like to continue in a position of 
power; but they can do so if the branch is readapted. 


Experience thus shows that in France certain railway lines, which 
the development of road transport had made unprofitable, could be 
abandoned more easily and more economically by the nationalised 
SNCF than would have been the case if the private companies of the 
pre-war period had still existed. It would also seem that the French 
coal mines have adapted themselves more easily to their regression and 
have incurred less financial losses and social difficulties than the 
Belgian coal mines which have remained in the hands of private com- 
panies. This is all the more characteristic since after the First World 
War the private companies had used the war indemnities paid to them 


4 D BAUCHET, op. cit., p. 225. 
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for an identical reconstruction of their coalfields. There was no re- 
grouping. of the mines and no nationalisation worthy of the name; in 
other words, the circumstances were not used to create the conditions 
for a balanced exploitation of the mines, taking into account the 
technical and economic changes which had occurred since their opening. 
This does not mean, however, that a public’ appropriation of any 
declining branch is necessarily desirable. In the case of small or 
medium-sized companies it is possible that public administration leads 
to significant wastage. It would nevertheless appear that, given ‘a 
sufficient scale, investments in declining branches can be made more 
advantageously by public enterprise. 


(2) Public appropriation permits the expansion of not very profitable 
activities. This lack of profitability can have many reasons. There 
may be young industries with high start-up costs which, however, are 
of interest to the country since they will become profitable after a 
certain period of time and facilitate the creation of other useful 
industries. There may also be branches responding to the public interest 
which are unprofitable because the public is either unwilling or—due 
to its income level—unable to meet the costs. This is the case for 
hospitals where the costs of treatment have increased in line with 
technical progress and where the classes that were once able to meet 
them are no more in a position to do so. There may finally be branches 
such as transport which provide other—private—branches with com- 
modities or services making up a substantial part of the latter’s pro- 
duction costs; unjustifiably so, they are therefore under pressure from 
those branches to practise low rates which may not meet the costs. 


When the yield of the equipment is thus small—but nevertheless 
fairly near current standards—a direct intervention of the public 
authorities may be sufficient. Loans granted by the Economic and Social 
Development Fund made it possible to manufacture synthetic rubber 
under the Third Plan and owing to other loans from that Fund, the 
iron and steel industry is just about able to meet the Plan targets. 
But experience has shown that, as soon as the yield is permanently 
sub-standard, aid or subsidies granted to private undertakings become 
a lasting and ineffectual feature, since the companies try to perpetuate 
this source of income. What is more, however intricate the terms and 
conditions imposed, there is never any certainty that the aid granted 
does not increase profits rather than develop investments. The public 
interest may thus be harmed to favour private interests. In 1936, for 
instance, the subsidy granted to the private railroad companies made 
up 50% of their operating revenues and it was to improve this situation 
that the Government decided to form the SNCF. 


Summing up, in the conditions prevailing today, which do not 
provide for adequate methods of aid to the private sector—with effective 
control and a system of yielding profits to the collectivity—public 
appropriation is necessary in branches where the low yield of invest- 
ments requires a substantial aid from public finance. 
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As a practical example, the recent creation of the Atomic Energy 
Commission and of the Bureau for Petroleum Research can be cited. 
In both cases it is necessary to finance a costly and temporarily 
unprofitable type of technical research which corresponds to the public 
interest and is needed for the ultimate development of French industry. 
Similarly, some people are wondering today whether the creation of a 
powerful machine-tool industry in France should not be fostered on 
a large scale through the intervention of the public authorities. While 
such an industry is already in existence, it is developing only at a 
slow pace and, although the situation tends to improve, production 
does not follow the growing demand. France, a country rich in ferrous 
metals, finds herself exporting a substantial part of her crude output 
instead of using work and know-how for its transformation and then 
selling the manufactured product more profitably at home and abroad. 
The experience of Germany—a large machine-too! producer—shows 
that the financial support of large concerns or of the public authorities 
is needed for the setting up of a powerful machine-tool industry. 


(3) Public appropriation leads to rising and balanced investments 
in the economy. Capital expenditures are the underlying condition for 
the growth of the economy. An adequate volume is necessary for engen- 
dering the process which leads to an increase in output. Moreover, 
an appropriate distribution of investments is indispensable for a 
harmonious growth of production capacity in the different industries 
so that bottlenecks can be avoided. 


While the means of action at the disposal of the public authorities 
are no doubt sufficient to slow down private capital expenditures in 
individual branches when they tend to become excessive, it is not so 
easy to boost them in industries where they tend to be inadequate. 
In the first case, credit and tax measures will achieve the purpose, but 
these arms are a good deal less efficient in the second instance: in 
spite of loans and other facilities, private enterprise refuses fo invest 
when they find—rightly or wrongly so-—that these investments will lead 
to losses or to inadequate profits. These are the cases where public 
investment is useful. 

Modern economists have found two advantages in public appro- 
priation: a greater stimulus to invest and easier financing. 


I, Public appropriation strengthens the stimulus to invest for two 
reasons. First, experience has actually shown that the technical staff 
in the large companies is much more inclined than mere capital owners 
to -promote technical progress and to increase production capacities. 
The specialists, while they seek a certain security for their investments, 
are in fact less dependent on it than the suppliers of capital. They 
also tend to overcome the legal and financial obstacles to investments 
more easily. Finally, as technical experts, they find pleasure in building 
installations which are up to the most recent standards. Moreover, 
through their specified orders, the public undertakings exercise consi- 
derable influence on the investments of the private companies which 
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supply them. Electricité de France, Charbonnages de France and the 
SNCF have thus forced the heavy electrical equipment manufacturers 
into technical specialisation and rational development. This com- 
pulsion, however, is easily accepted, since the orders lodged are large 
and spread out over several years thus giving the suppliers future 
security and enabling them to start new lines with greater ease. 


II. Public appropriation also makes for easier financing: Today, a 
substantial part of capital expenditures by public and private under- 
takings are self-financed. The remainder is of necessity financed 
through loans. However, there is a limit of indebtedness which for 
obvious reasons private companies are reluctant to overstep. This limit 
varies according to the branches. The national average—although 
not fully significant—shows that no more than 25% of productive 
investments can easily be covered by loans or credit. In actual fact, 
many companies have reached this limit. However, public appropriation 
makes it possible to move it. The owners of a private firm will normally 
—and rightly so—try to achieve a maximum gain and will therefore 
tend to refuse all investments which, while not making such a gain 
disappear, keep it below the maximum. By contrast, the management 
of a public undertaking is generally only held to balance its budget. It 
can therefore stimulate imvestments to the utmost by using any—even 
costly—-means of financing as long as they entail no deficit. Experience 
has thus shown that the national undertakings have had no com- 
punctions in launching substantial public debenture issues and that 
their debt ratio is higher than that of private companies. 

It can ‘be concluded, in summary, that the public undertakings 
having a monopoly benefit from financing advantages which are not 
always fully justified; that, in spite of undeniable efforts, their invest- 
ments are rational only in part, mainly because of fundamental 
obstacles but also partly for some errors made; that the public under- 
takings, although their investments are not fully rational, have some 
specific advantages over private enterprise as far as the public interest 
is concerned, 


PLANNING IN THE U.S.S.R—SIGNS OF A CHANGEOVER 
FROM RIGID TO FLEXIBLE METHODS 


INTRODUCTION 


by 
Paul LAMBERT 


Edgard Milhaud hoped that the Annals would from time to time 
publish some objective news on the Soviet economy. He has made 
several appeals on this matter before the Council of ICRICE. 


‚For a long time it was very difficult to meet this wish: the literature 
devoted to this topic was extremely prejudiced, and Soviet sources 
were more inspired by the spirit of propaganda, than by a desire for 
exactitude. Even at the present time, the U.S.S.R. publishes far less 
accurate data on economic and social realities which concern her than, 
for instance, Great Britain or the United States. However, destalinisa- 
tion has had the effect that in a few fields at least Sovient economists 
have expressed themselves freely, so well in fact that on a number 
of important points it has been possible to gather information from 
Soviet sources themselves. 


In the course of the current year the Annals has already published 
the translation of an article by K. Karpov on backward kolkhozes. This 
article revealed some lamentable social situations, and the constructive 
propositions which he offered, however insufficient we may judge them, 
will doubtless make it possible to achieve some progress in a field 
where the Soviet system has shown itself to be relatively inadequate. 


The article written by the academician V. Trapeznikov1, which we 
reproduce below, heralds the most important economic revolution the 
U.S.S.R. has ever known since the introduction of the five year Plans 
by Stalin in 1929. It has to do with nothing less than the passage from 
rigid planning to flexible planning, or the substitution of the direct and 


. detailed orders given to enterprises by a system giving them, in prin- 


1 It should be borne in mind that Mr. Trapeznikov’s article was written shortly 
before the date of Mr. Krushchev’s resignation. However, the principal attitudes it 
expresses have since been confirmed by articles in Jevestia and Pravda, in particular 
by the Soviet economist Belusov. 
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ciple, autonomy, while guiding ‘them towards the plan ‘by a Series z 
influences. 


Obviously this revolution will not resolve the entirety of the prii 
lems of the Soviet régime. The greatest revolution to take place 
in this country would be of a political kind: inauguration of freedom 
of association, freedom of the press and the independence of judges. 


Nevertheless the reforms announced will undoubtedly constitute a 
considerable step forward, by comparison with the existing system, 
and will bring Soviet planning nearer to that of Yugoslavia on img 
one hand, and of the western countries on the other. 


Personally we are delighted to hear of the changes announced, for 
the reason given in Co-operative Doctrine, and in our article which was 
published here—“Planning and Co-operative Action” (Annals, 1962, 
No. 3). 


We wrote: “Development programmes are useless if the quality of 
production falls as the quantity increases.” Now Mr. Trapeznikov 
announces that measures are finally being taken to reward ni 
ments in quality no less than increase in quantity. 


Elsewhere we have shown that interest can continue to play its 
economic role in a socialist society, provided that it be taken up and 
redistributed by a public organisation, not by individuals. This is how 
Mr. Trapeznikov proposes to utilise interest, as an incitement to enter- 
prises to speed up the rotation of their stocks. 


Lastly—and this is the basic point—we have shown the two facets 
of wastage: 


“Wastage can occur in a variety of ways. It can occur within the 
individual undertaking; and I think we can accept the principle that 
it will be reduced to a minimum if the undertaking concerned is given 
a maximum of autonomy—for an autonomous undertaking keeps the 
closest check on its own costs. In addition, however, there is wastage 
of a social character; this occurs when undertakings take decisions 
which are incompatible with one another and give rise to the wastage 
which occurs during recessions or depressions and which can—as you 
well know—attain staggering proportions. 


“It follows that a plan must set out to reconcile the autonomy of 
the individual undertaking with general co-ordination; this implies, first, 
that autonomy must not be absolute, and, secondly, that co-ordination 
must not be totalitarian in character.” 


The imperious planning adopted by Stalin permitted—this fact is 
no longer disputed by anyone—a remarkably rapid development of 
Soviet industry. The rhythm of growth has slowed down latterly, but 
this was normal from the moment a high level had already been 
reached. This is because this system cut out wastage so-called “social” 
wastage. However, at the same time this expansion brought with it 
enormous wastage within the undertaking, so that the rythm of growth, 
however high it may have been, was certainly not equivalent to the 
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potential rhythm. - Not only quality was neglected but also by-products 
were not used, since the plan had not arranged for their utilisation, in 
some sectors workers were redundant and unsuitably employed, while 
elsewhere they were insufficient in number; in some undertakings out- 
of-date methods were used, as it would have taken too long for the 
administrative machine to install the necessary equipment. 


It is precisely these serious defects which Mr. Trapeznikov proposes 
to correct, 


His article, which, we stress, dates from last August 17, permits 
this statement of fact: 


1. At.the present time, nothing in the rigid planning system has 
changed in the U.S.S.R. 


2. There is a willingness to switch to flexible planning. 


3. Practical application will be preceded by study and experiments 
- limited to certain undertakings. 


It seems that the first experiment, according to Mr. Trapeznikov, 
will maintain the fixing of prices by the central authority. It is probable 
that this will be only a primary stage, since we believe we have 
demonstrated, in Co-operative Doctrine, that repartition by price is 
better than administrative repartition, within the limis of a posteriori 
necessary modifications, But it is certain that transition to a market 
economy, in which public undertakings would operate with a view to 
earning maximum profit would permit of far-reaching preparatory 
measures designed to ensure that the “unearned” portion of profit does 
not become a factor of disproportionate importance. 
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TOWARDS A FLEXIBLE ECONOMIC 
CONTROL OF UNDERTAKINGS 


by 
V. TRAPEZNIKOV, 
Member of the U.S.S.R. Academy 


The significance of material incentives, based on correct economic 
evaluation of the activities of undertakings, has often been highlighted 
in the resolutions of the 22nd Congress of the K.P.S.S.1, in speeches 
by Mr. Khrushchev, 


At the present time, evaluations of the activity of an undertaking 
are based on a multiplicity of standards, which do not, however, give 
a complete picture of its functioning. In the plans, the normal propor- 
tions of salary funds, cost of administration, stocks of materials and 
raw materials, overheads, numerical make-up of the administrative 
and management personnel, plus many other factors, are established. 
The manager of the undertaking is severely restricted in his authority, 
he has not even the right to decide on the number of workers needed 
in the various categories, nor to create essential subdivisions within the 
limits of the general salary funds. These standards and restrictions are 
established in most cases taking as basis the operations of the under- 
taking during the previous year, not on real needs nor from scientific 
study. 


During one stage in the development of our economy, such stan- 
dards had their uses. However, at the present ime, taking into account 
the raising of the cultural level in production and management, they 
are becoming more and more outdated; they have turned into a meddle- 
some guardianship; they hamper the heads of economic enterprises, 
complicate book-keeping, and increase manpower in accountancy and 
controlling. In any case, it is impossible to foresee, on the basis of 
norms, everything that may take place in economic life, Could one 
foresee for instance, as Pravda reported not long ago, that an incom- 
petent manager of a dairy would daily empty down the drain several 
tons of skimmed-milk, suitable for fattening hogs? 

Every day technical progress changes the characteristics of pro- 
duction, whereas standards remain unchanged for a long time. Thus, 
for example, for historical reasons, toolshops and undertakings pro- 
ducing contro! mechanism and automation, and certain others, are 


i Initials of: Kommunisticeskaja Partija Sovetskogo Sojuza (Communist Party of 
the Soviet Union). (Translator’s note.) 
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considered to be secondary subdivisions and are subiect to restrictions. 
Obviously in the present condition of all-out mechanisation and auto- 
mation in production, a reduction in these categories of workers can 
only be harmful. ` 


In most undertakings, the administrative and directive personnel 
suffers an annual reduction of 5 per cent., but is invariably reinstated, 
in one way or another, during the course of the year (if they were not 
reinstated, they would long ago have decreased two or three times). 
Indeed, as long as the flow of ducuments necessitated by the demands 
of complex book-keeping does not decrease, any more than the volume 
of work relating to problems of supply, the number of workers in 
charge of these tasks cannot be reduced. And if, in spite of this, there 
is a cutting-down of workers belonging to these categories, the duties 
of the latter are usually transferred to productive personnel, whose 
renumeration is ‘automatically higher. So that the result is a loss, 
instead of a saving! 


And how the evaluation of the operation of an enterprise is com- 
plicated by these manifold standards. In requiring that employees 
concentrate their attention on regulations concerning administration 
expenses and the like, they are forced to lose sight of the main problem 
of efficiency in production, as, for instance, the quality of the finished 
goods and the economic criteria of the running of the undertaking as 
a whole. 


The time has arrived when it would be advisable to drop out-of- 
date methods of economic management, based on mandatory standards, 
and to replace them by simpler. economic control, less burdensome 
and more efficient, of the running of undertakings. This control should 
be such that the personnel of enterprises would find it advantageous, 
economically speaking, to run its operation so as to benefit, at the 
same time, the national economy, Economic control ought to be based, 
in our opinion, on a system of encouragements, taxes, fines and 
flexibility of prices, which would contribute, in the best possible way, 
to the. development of technique and economy. 


We know that, even in capitalist countries, methods of economic 
compulsion are used with success. To cite a case, the Office of Stand- 
ardisation in the United States has worked out a tax calculated on the 
“volume of vacuum” contained in electronic lamps. This measure has 
forced the firms dealing in these commodities to undertake research the 
result of which has been a considerable reduction in the dimensions of 
electronic equipment, and which led to a significant progress in this 
field. Another example. The authorities of the United States under- 
stand the urgency for rapid growth in science. In order to stimulate 
this, the fiscal levies on profit used by business for scientific research 
(including subsidies granted to scientific and technical societies) have 
been abrogated. These conditions have contributed towards the growth 
of laboratories belonging to these firms, and to the expansion of 
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scientific societies engaged on technical research, and consequently have 
encouraged general technical progress. 


In our own case, where all the control levers, financial and economic, 
are in the hands of the State, the means of economic compulsion could 
be even more effective. In order to achieve this, organisations would 
have to bring their ideas on taxation and penalisation up to date; 
budgetary returns ought not to be the primary objective, but, first and 
foremost, the stimulation of a rational economic activity in under- 
takings; budget returns would then be far greater. 


Economic regulation, in the evaluation of the working of under- 
takings should be constructed on simple but all-embracing lines. The 
methods of assessment of economic effectiveness are not confined to 
leaders’ and economists’ circles, but concern also automation specialists. 
What should be the economic criteria built into calculating machines, 
when searching for the best way to manage undertakings? If the cal- 
culating machine works from different starting points, its answers will 
also be different. For instance, if one asks advice from the machine 
about the most beneficial transactions, from the angle of national 
economy taken as a whole, one will get a reply which will differ 
totally from that given if the machine starts from the criteria upon 
which the workings of enterprise are assessed. The machine will give 
yet another answer to a student of financial concerns) This is the 
result of the lack of harmony between the economic criteria of different 
management organisations of the national economy. It is nevertheless 
clear that the system of assessment should be so composed that the 
calculating machine would give the same reply in each case. In other 
words, undertakings’ economic interest should coincide with the eco- 
nomic aims of national economy. When this happens, our economy 
will grow at the most rapid rate. 


Up to now, unfortunately, the economic interest of the producing 
organism and that of the consumer (the national economy) have fre- 
quently been at loggerheads. For example, the producing factory is 
not concerned with the betterment of its products if this betterment 
causes a rise in the cost price, whereas the consumer is interested in 
the improvement of the product, even if this leads to the product in 
question becoming dearer. 


The national economy is interested in new types of goods, while 
the producing organisation has no interest in this, since it would 
involve a change in its economic index, besides adding extra worries. 
The manufacturing concern is interest in the accumulation of large 
stocks of materials and raw materials (so as to avoid delay in 
assembling), while national economy is concerned that raw materials 
and substances of various kinds, which are indispensable to other 
undertakings, should not be uselessiy immobilised. A construction 
works wants to use the expensive materials as quickly as possible 
(laying cables and pipes, putting up aggregates long before their 
possible usage) as all this helps towards the execution of the plan in 
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its monetary sense, while national economy is interested in using these 
materials at the latest possible date, leaving them until the moment 
when they are really needed, so as not to tie up productive capital, etc. 


In order to carry out an effective policy in the field of economic 
activity, it is essential to choose an index which corresponds to a 
maximum degree to the functioning of an undertaking, and which 
combines the interests of the national economy and that of the personnel 
of the undertaking in question. Such an index could be made, in our 
opinion, parallel! with certain other quantitative and qualitative indices, 
on the basis of profit. This problem has been debated many times in 
the press. Indeed, the increase in volume of the production (of the 
plan), like the decrease in cost price which reflects the growth of work 
productivity, are advantageous for the national economy and augment 
the profit. But this is equally advantageous for the staff of the under- 
taking, if the profit is used as a basis for material incentive and 
stimulus to morale. By modifying the factory’s selling price, that is 
to say changing the amount of the profit, one can stimulate economic- 
ally the increase of the volume of the largest production, which would 
constitute a powerful lever in directing the management of the under- 
taking. It is mentioned in the K.P.S.S. programme that it is necessary 
to improve, constantly, the price system, that “prices should reflect, 
increasingly, the expenditure on socially necessary work, and ensure 
coverage of the cost of production and distribution, as well as a 
certain amount of profit, in every normally running undertaking”. 


The choice of profit, as a fundamental index, provides the opport- 
unity to simplify essentially the ruling on the functioning of under- 
takings. On this basis, one could considerably reduce the amount of 
spending liable to stricter limitation, since the excesses of expenditure, 
whatever they might be, would affect the cost price and would be 
controlled by a global index—that is to say, profit. In reducing the 
amount of spending subject to present standards, salary funds must 
be placed separately, but it must not be too drastically limited, It 
might be better to raise the salary ceiling if substantial savings could 
be realised on other expenditure, as for instance that concerned with 
sundry materials. Indeed a saving effected through use of the material 
in any given factory is equivalent, finally, to that of the saving in 
the wage salary fund for the national economy as a whole. 


This is noticed particularly in the case of an article where globa! 
cost price include only a small percentage of manpower cost. Some- 
times a trifling rise in the wages ceiling helps to bring about savings 
Of ten times as much, in lowering of the cost of the essential materials. 
If need be, it is possible to apply economic sanctions; for example, 
when the profit (and therefore the bonuses), are decided upon, it can 
be stipulated that an increase of 1 per cent. over the authorised ceiling 
of salary funds is equivalent to an increase in a previously fixed per- 
centage in the cost of production. 
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A parallel to the economic stimulus of high quality in workmanship 
would be the application of economic sanctions to badly executed work, 
and in particular the establishment of fines and penalties for delay 
in delivery. The fine (penalty) should be paid to the customer who 
has sustained a loss, and should bear upon the fixing of profit and 
therefore on the bonuses due to the factory workers. One could argue 
that the factory is not always to blame for delay in delivery, and that 
it is often its suppliers who are to blame. This is true, but if the 
system of sanctions covers all sectors, delivery dates will be respected 
everywhere, 


This is confirmed by the experience of what is done in other coun- 
tries. Foreign firms pay heavy penalties in cases of delay in delivery. 
Moreover, they lose their customers and go bankrupt. The economic 
restraint to which these firms are liable is so effecitve that dates of 
delivery are kept in the most exact way. In our case, too, methods of 
economic pressure will contribute to the shortening of delay in delivery. 


It is possible to obtain an economically efficacious means of action 
in establishing fhe variability of prices. This will give a means of 
resolving at least three problems. The first of these is the incentive 
for the introduction and adjustment of new lines of goods. In order 
to do this, the retail price of a new product should be set higher, so 
as to cover the initial cost price plus the cost of appropriation, and to 
ensure a sufficient profit to the factory and for the payment of the 
bonuses to its personnel. During the following years, the price should 
be decreased a little, annually, in accordance with the reduced cost of 
production of the preceding year. (It would be to the advantage of 
the factory to achieve a constant reduction in cost price, as this would 
swell the profit, and, consequentiy, the bonuses as well.) 


Under these conditions, enterprise will be interested economically 
in the making and perfecting of new products, while the national 
economy will acquire new products at constantly decreasing prices. 
The initial high price of the article will not be harmful, as the total 
number of the first batch will not be a large one. What will seem 
unusual will be the yield in relation to the working of the factory; the 
rhythm of growth in the carrying out of the plan, assessed “inclusively 
in roubles” cannot give the desired figure, because of the lowering of 
price, although the actual production will have increased in proper pro- 
portion. This example shows once again that the index—calculated 
“inclusively in roubles” is often found to be in contradiction with the 
economic interests of the country. 

We know that factories decide to improve the quality of their goods 
with the greatest reluctance, whenever this improvement involves a 
change in technical processes and an increase in cost price, even if 
this is economically advantageous to the consumer. In order to over- 
come this difficulty if would be well to authorise an increase in the 
retail price of an article when its quality has been improved (up- 
priced for quality) keeping in mind a later lowering of price cor- 
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responding with the diminution in the cost price of the product. So 
that the variation in price will solve a second problem: it will incite 
economic interest, on the part of the enterprise, in the question of 
improvement in the quality of manufactured goods. 


Lastly, the possibility of setting a higher price, and hence realising 
a greater profit on new products, will help to stimulate the output of 
the products which, above all, are the most important for the national 
economy. State boards should take part in the establishment of prices 
in the sectors that concern them. Thus these committees will have ai 
their disposal fhe proper economic means for carrying out a suitable 
technical policy. Consequently, the variation of prices will solve yet 
a third problem: that of economic stimulation of the most important 
technical trends. 


Where the object is to intensify the rhythm of economic development, 
an acceleration of the circulation of funds (capital) is seen to be of 
the utmost importance, that is in the reducing of slack periods (surplus 
stocks, freezing of materials during the process of production, overlong 
delays in building and utilisation of buildings and industrial equip- 
ment). It is necessary to solve also this problem by way of economic 
compulsion. This compulsion should naturally be in ratio as much 
with the temporarily unproductive capital as with the length of time 
of this unproductivity. So that the best, and probably the only form 
of economic compulsion here is the introduction of commercial interest, 
and primarily where the working capital is concerned. It is said 
sometimes that interest is one of the characteristics of capitalist society. 
This is not at all convincing. As a matter of fact the outline here 15 
identical, but the substance is different. In capitalist society, capital 
is a source of profit, and the interest represents the benefit of the 
capitalist. With us, interest does not constitute a profit for the State 
(the beneficiary being the Treasury in every case), but is a form of 
economic compulsion aimed towards accelerating the circulation of 
funds. 


Thus surplus stocks of materials or the immobilisation of materials 
during production by causing working capital to be temporarily unpro- 
ductive, will raise the cost price of manufactured articles owing to 
the deductions accruing to the profit of the Treasury, and will lessen 
profit and consequently the amount of the bonuses. All this will force 
heads of undertakings to avoid holding. unnecessarily large stocks. 


One of the main problems lies in the use made by the undertakings 
of their permanent funds (buildings, equipment). At the present time 
this element is not taken into consideration when evaluating the 
functioning of undertakings. And yet many undertakings do their 
utmost to obtain new .investments even when their fixed funds are 
poorly used. The introduction of yet another standard would serve 
no useful purpose. The only adequate measure is economic compulsion, 
such as by a considerable increase in the deductions for depreciation, 
of which one part goes to the State (interest), and the other remains 
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in the undertaking. (At present, depreciation deductions make up only 
a trifling part of the cost price of the product, and can therefore not 
be considered as an incentive for the better utilisation of fixed funds.) 


The general idea of the proposals discussed above consists in the 
replacement of controlling standards, which check the slightest initia- 
tive on the part of heads of undertakings, by a system of economic 
compulsion canalising the activity of the undertaking. It is necessary 
to give extensive financial power to heads of undertakings, to free 
them from a niggling guardianship, on condition that they assure the 
economic activity of the undertaking and guarantee the high quality 
of the production; the principal index (the rate of profit) will oblige 
them to reduce wastage and to use every means possible to reduce the 
cost of production. 


It goes without saying that the drafting of measures of economic 
compulsion must be founded on the principle of expansion by all 
possible means of the democratic basis of management, while ensuring 
the strengthening and the perfecting of the central administration of 
the national economy. This is a question of making further improve- 
ments in the planning and management of the national economy. It is 
a question of the employment of means which will assist in the practical 
achievement of the objectives laid down by the K.P.S.S. programme: 
“In order to mobilise the potential internal reserves, to utilise invest- 
ments, productive funds and financial means in the most effective 
fashion, it is essential to broaden the limits of operative independence 
and the initiative of enterprises on the basis of the tasks determined 
by the State plan. It is advisable to expand the role and the concern 
of enterprises in the fields of the introduction of new techniques and 
the most complete use of productive capacity.” 

It is rational to introduce economic controls into many sectors of 
national economy, including commerce. The cost of distribution of 
goods, that is to say the cost of the stages from manufacture to 
customer, must serve as a yardstick for assessment of the economic 
qualities of the commercial network. This cost should also include all 
the losses sustained within the distributing system, including depre- 
ciation of merchandise, increase in percentage on circulating funds 
caused by delay in the dispatch of merchandise, etc. The lowering of 
the cost of distribution of goods will augment the profit, and conse- 
quently the fund of bonuses to commercial workers. 

The preceding summary gives only a broad outline from which the 
problem of the economic control of the activity of undertakings should 
be approached, and obviously asks for a deep and detailed study, 
covering various kinds of undertakings, industrial, building, commer- 
cial and sundry others. 

Objections could be raised against each of the procedures outlined 
here. But in this case another solution of the problem would have 
to be suggested, since the necessity of a system of general economic 
controls cannot be doubted. 
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Latterly a complete series of articles have been published on the 
subject of the necessity of establishing a network of computation centres 
serving the planning needs of the national economy. The extensive use 
of calculating machines for achieving economic calculation should be 
encouraged by all possible means, as we are greatly behind the times 
in this respect in comparison with the most advanced capitalist 
countries. However, it would be a delusion to suppose that the problem 
of planning and of optimum managing could be resolved merely with 
the aid of calculating machines. The solution must be based on 
economic criteria set up correctly, in order to stimulate the rational 
development of the economy. 


It appears to us rational to hand over the following tasks to a 
group of economists and administrators with initiative: 


(a) to draw up a system of economic stimulation of the activities 
of undertakings (industrial, building, commercial), having in view 
the passing from separate and rigid limitations to methods of 
economie action (bonuses, taxes, fines and penalties, variation of 
price, commercial interest, etc.); 

(b) to determine the extension of the authority of heads of under- 
takings; 

(c) to decide on a flexible line in the matter of the granting of bonuses; 


(d) to submit proposals relating to the transition to this system, as 
quickly as possible, of a series of enterprises (by way of experi- 
ment). 


DO ECONOMIC INEQUALITIES BETWEEN NATIONS 
TEND TO GROW? 


by 


Joseph STASSART, 
Lecturer at the University of Liége 


In a recent article, published in the review Cooperation!, C. Zarka 
brought into question again an idea very widely accepted in the world 
of economists, Indeed, there are many who consider that the economic 
inequalities existing between rich and poor nations can only grow witn 
the passage of time. Now C. Zarka disputes the validity of this 
aiffrmation. “This”, he writes, “is to ignore the extraordinary economic 
development which has latterly characterised a large part of the weakly 
developed world. And the facts, perfectly located by numerous conver- 
gent statistics, show in evidence that, far from widening, the gap 
between rich countries and many poor ones is continually diminishing.” ? 


The considerable breadth of the statement, and the peremptory tone 
in which it was delivered, greatly impressed several members of the 
ICRICE, whose active desire to contribute to the improvement of the 
Tiers-Monde is well known. What, then, ought we to think of C. 
Zarka’s optimistic thesis? Such is the question which we shall endeav- 
our to answer, Our conclusion will be that C. Zarka was right to 
shake a conviction which is not, or is no longer, firmly founded: indeed, 
it is not certain that the abyss separating the well-provided nations 
from the proletarian nations continues to grow ever deeper. Between 
this point and that of thinking, with C. Zarka, that on the contrary the 
separation tends to lessen, there is a margin which it would be rash 
to pass at this date. Now, at the risk of seeming paradoxical, this last 
proposition will be established against C. Zarka by C. Zarka himself. 
As a matter of fact—and we do not attempt to hide the critical reson- 
ance of the observation—C. Zarka wrote in September 1962, in the 
“Revue Economique” 3, an article bearing on exactly the same subject, 
but in an infinitely more discreet and delicate manner. Articles of 
popularisation are to be desired. We are less certain of their usefulness 


1 C. ZARKA: “Is Underdevelopment Fatal?”, in Coopération, Paris, June 1963, 
pp. 7 ff. 

2 Ibid., p. 7. 

3 C. ZARKA: “Do the Economic Inequalities between Nations Tend to Grow?”, in 
Revue Economique, Sep. 1962, pp. 738 ff. 
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when they simplify, to the point of distortion, the central propositions 
of scientific analysis. 


Let us take up again, to begin with, the main point of the statistical 
observations checked by C. Zarka. 


When comparing the rate of growth of industrial production in 
twenty-seven countries, the latter being classed according to the level 
of their income per inhabitant, the author establishes the fact that 
during the period from 1953 to 1958, seven out of nine of the richest 
countries had a rate of growth of less than 4.5%, while five out of nine 
of the poorest countries experienced a rhythm of growth of over 7%. 4 


The writer goes on to endeavour to support his line of reasoning 
on the basis of the evolution of the gross internal product in different 
countries, these being always graded according to the standard of 
living which they have reached. The figures in this instance cover the 
period from 1950 to 1958, and concern thirty-three countries. C, Zarka 
concludes with these words: “Among those nations whose mean income 
is less than the average, there are seven with a low rhythm of growth, 
and thirteen with a sustained rhythm (better than, or equal to 4.8%); 
in the richest group it is noted that only three countries have a high 
rate of growth; ten countries are below the average in position.” 5 


Up to this point, however, the author is only interested in the rate 
of growth of the total national income. Now we know that demo- 
graphic growth is generally more rapid in underdeveloped countries. 
In order to understand fairly precisely the respective rises in the 
standard of living it is therefore necessary to take into account the 
number of persons called to share the national product. C Zarka cal- 
culates the rate of growth of the gross internal product, per person, 
in thirty-three countries and arrives at the following conclusions: 
“Eight poor countries grow at a pace above the average; twelve others 
grow at a slower rhythm. Of the thirteen rich countries, only five grow 
rapidly; the rate of the eight others is comparable with the twelve 
underdeveloped countries in slownevs of growth.” 6 

These are the principal statistical observations upon which the 
author bases his reasoning. Straight away one perceives the reserva- 
tions which they call up. 

First, let us keep in mind a limitation formulated by Zarka himself, 
He writes: “From one country to another the very definitions of the 
significant aggregates vary. Allusion is here made to the well known 
difficulties concerning, for instance, autoconsumption, the estimate in 
value of the activity of the public services, the price system, the 


4 C. ZARKA, “Economic inequalities...”, pp. 740 and 741. In another table the 
author gives the same figures for a longer period (1948-58). Unfortunately, the docu- 
mentation, this time, concerns only fourteen countries in the Western sphere, including, 
certainly, rich and comparatively poor countries, but not one underdeveloped country 
in the strict meaning of the word. The author’s conclusion, moreoyer, is that it is 
not possible to show a connection between the rate of growth and the level of pros- 
perity already reached. 

5 Ibid., p. 746. 

6 Ibid., p. 747. 
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women’s work in the household, etc.: in pure logic, it.is known that the 
making of comparisons in time and space is impossible.” 7 In the same 
line of reasoning C. Zarka is right in adding that the difficulties of 
comparison do not result solely from the diversity of the slide rules of 
evaluation, but also from the more or less great precision of the 
evaluation itself. 8 


None the less let us premise that the figures brought together by 
C. Zarka could, from a statistical EES support a trustworthy 
international. comparison. 


The problem lies entirely in MONTE what meaning can be attached 
to the rates of growth acknowledged respectively by those economies 
which are in the dawn of their evolution, and by those which are some- 
times described as mature economies. One wonders to what extent this 
statistical series—which moreover covers for the most part, a period 
of observation of less than ten years—explains a fundamental tendency. 


On the other hand the amounts which matter in this analysis are 
not global amounts, but per capita amounts.® Which pre-supposes that 
one knows the size of the population and its rate of growth. Now we 
are aware of the margin of error which encompasses demographic data 
in underdeveloped countries. However, let us admit that the author has 
succeeded in overcoming the difficulty in a satisfactory way, and let 
us examine diagram IV in C. Zarka’s article 10, which moreover consti- 
tutes in the work the only statistical datum which takes the movement 
of the population into consideration. The outcome of it is, as we have 
said, that eight poor countries out of twenty show a growth in the gross 
internal product, per capita, which is superior to the average rate of 
growth of 2.85%. In the group of rich countries, five out of thirteen 
exceed the same annual rate of 2.85%. We think that conclusions 
drawn from such observations are of little value. One can, of course, 
calculate that both among the rich and among the poor countries, the 
percentage of economies with a rate of growth above the average is 
approximately the same. We will agree that this is a question of a 
tendency devoid of any great significance, since we know that it is 
obtained from a statistical series in which every country starts on the 
same footing. For instance, the rate of normal growth is an arithmetical 
average calculated on the rates of growth noted in countries as dis- 
parate in relative importance as Germany, Belgium, Guatemala, India, 
etc. Let us add that the comparison of economies so as to show 
whether these are above this average rate or whether they do not 
attain it, is made in the same undifferentiated manner. It appears, none 
the less, that the evolution of India—which with Mainland China, which 


7 C. ZARKA, “Economic inequalities...”. p. 748. 

8 Ibid,, p. 749. 

9 It will be argued that underdeveloped countries are not necessarily vowed to an 
explosive demographic increase, as many of them experience at the-present time. ‘This 
is true, but instances of a fast downcurve in fecundity are rare, for marking ms 
normal demographic movement ‘rapidly and. appreciably. 

10 C. Zarra, “Economic inequalities...”, p. 758. 


290. JOSEPH STASSART 





the author does not mention, represents half of the population of the 
Tiers-Monde—would provide for the thesis discussed, a material of 
greater importance than that of the evolution say, of Ecuador. 


Another reason for reserve. If the Third World is a convenient 
expression for describing those countries which are backward in eco- 
nomic development, one cannot lose sight of the extreme diversity which 
is observed within the underdeveloped countries themselves. For 
example, we agree that Japan enjoys an annual per capita income of 
some $200, and that this is an indication of underdevelopment. We 
doubt, however, that this would be a sufficient reason for considering 
Japan as an underdeveloped country like the others, and that the 
particularly high rate of growth which is here noted could legitimately 
be considered a support for C. Zarka’s thesis. 


What conclusion can we come to? In his article in the “Revue Eco- 
nomique”, C. Zarka writes: “... These reservations are not sufficient to 
invalidate seriously the conclusion to which we have arrived: there is 
no existing law of growing inequality in national economies. The facts 
quite simply show that among the rich countries some will be found 
which develop rapidly, while others develop slowly; this also applies 
to less rich, poor or poverty-stricken countries.” 4 


We are in agreement with the author in thinking that it is. not 
proved that the gap is widening between developed countries and the 
underdeveloped ones. Struck by the demographic exuberance of the 
Third World, and by the scarcity of its resources, it is difficult to 
escape the feeling that the underdeveloped countries will find it hard 
to break what has been called the vicious circle of misery. What is 
more, one would fear that they would never succeed in catching up 
with the developed countries. However this feeling is not a proof. 
And this proof, to our knowledge, has never been produced. It is to 
Zarka’s credit that he has reminded us of this. If, however, his figures 
opportunely draw attention to a gap, we do not believe that they fill it. 
In fact we cannot accord them sufficient confidence for deeming that 
they bring proof of whatever tendencies exist. They do not prove that 
the gap between rich and poor countries has stopped increasing. They 
are unable to demonstrate that this same distance is progressively 
decreasing. 

Does this mean that one must abandon the idea that countries in 
process of development can never overcome their economic backward- 
ness? Of course not. 12 But to refuse to take up a pessimistic or 
fatalistic attitude does not mean that ane must consider as a proven 
fact what remains still, only a hope, at least on the strength of the 
information given by statistics. 


11 C. ZARKA, op. cit., p. 750. ssd 

‘ 12 See in particular S.J. PATEL: “The Economic Distance between Nations: Its 
Origin. Measurement and Outlook”, in The Economie Journal, No. 293, Mar. 1964, 
pp. 119 ff. 


SOCIALIST LABOUR PARTIES AND THE SIZE 
OF THE PUBLIC SECTOR IN SOME COUNTRIES * 


by 


V.P. DUGGAL, 
Indian Institute of Public Administration, New Delhi 


INTRODUCTION 


Since the days of /aissez faire the size of the public sector has 
increased considerably in almost all the countries of the world. In the 
communist countries the increase has been due to doctrinaire motives 
and, therefore has been quite comprehensive. But in other countries 
‘pragmatic considerations have been instrumental. Due to this the size 
of the public sector in these countries does not embrace almost all of 
the economy and needs to be compared. 


In this article we will make an attempt to compare the size of the 
public sector in a number of developed countries and see how far the 
differences have been due to the relative strength of the socialist labour 
parties in these countries. The countries considered are the Netherlands, 
the United Kingdom, Sweden, Japan, France, Federal Republic of 
Germany, Finland, Norway and Denmark. 

It is well known that there are considerable differences in the size 
of the public sector between these countries. There are, by and large, 
two reasons for these differences, which will first be analysed. . 


Reasons for Variation of the Size of the 
Public Sector between Countries 


These reasons may be discussed under the headings of economic 
and political reasons. 


Economic reasons. Structurally, the relative importance of the 
various industries, and so of public ownership, varies between countries. 
This is due to the fact that certain countries are geographically and 
technically better suited for the production of agricultural products, and 
certain others for the production of manufactured goods. The most 
prominent examples are New Zealand and Great Britain, respectively. 


1 I am grateful to Frof. J. Tinbergen for his valuable comments on this paper. 
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Since there are economic reasons for having a larger portion of public 
enterprises in manufacturing industry, Say, than in agriculture, these 
structural differences make for variations in the size of the public sector 
between countries of varying structure. 


Economic reasons for public ownership of an enterprise are: 
(a) generation of external economies, (b) EES of a ‘monopolistic 
tendency, and (c) its basic. character. 


The industrial sector of services in which the énep show 
external economies? and therefore,. usually, cannot charge a price, or 
full price, for their products contains a relatively large portion of public 
sector. These services, without exchange possibilities, are general and 
community services provided free of charge, or at a nominal charge, 
by a government. The general services include general administration, 
defence, justice and police. Roads and waterways; fire protection, 
water supply and sanitation; and other community services, are com- 
prised by the community services. (For details, Appendix B may be 
consulted.) 


. Generally, the industrial sectors in which the industries, on account 
of heavy fixed costs and a technical necessity of overcapacity, show 
a monopolistic tendency ? have a larger size of public sector than the 
industrial. sectors in which the industries do not show such a tendency. 
Most of the transport, communications and power industries manifest 
a mofiopolistic tendency. Agriculture, especially in the developed 
countries, does show high fixed costs and hence in a way exhibits a 
monopolistic tendency. Usually, this works out in government measures, 
however, rather than in private cartels and the criterion should not be 
taken too literally. 


«The public ownership of basic industries 4, such as iron and steel 
and other basic metals, may be resorted to on the argument that their 
effects, in general, are relatively considerably dispersed over the whole 
economy. Under private ownership their production may not be 
expanded sufficiently to meet the aggregate demand. This holds true 
especially in periods of genera! scarcity of goods. 


Political reasons. The variations in the size of the public sector 
may also depend upon the ideologies which are being adhered to in a 
country. We may then speak of political reasons for the variations. 
The outstanding difference is, of course, that between communist and 


. 2 An enterprise A shows external economies when an increase in its output 
decreases the costs of enterprise B without, however, decreasing the EES of the inputs 
of the ‘latter enterprise. 

3 An enterprise shows a monopolistic tendency when average costs of its products 
are higher than their marginal costs and in a competitive market, where the prices 
tend ‘to be equal to the marginal costs, it cannot cover the difference between the two 
sets of- costs. 

4 “Basic industries are those whose products are distributed as inputs through 
many industrial sectors besides going directly to final demand.” Cf. AO HIRSCHMAN, 
The Strategy of Economic Development, Yale, 1958, p. 118. 
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western countries. But there are also differences between Europe. and 
the United States; or Northern and Southern Europe, 


À country which aims at promotion of modern agricultural methods 
through model farms and conservation of its forests, wild-life and sea- 
life, will have a relatively large public sector in the sector of agriculture, 
forestry, huntig and fishing. 


On the other hand, a country which desires a high rate of economic 
development may not be able to do without public ownership of a 
large slice of manufacturing. This is true more particularly for 
countries with a relatively weak attitude towards private entrepreneur- 
ship. Thus, a number of underdeveloped countries have found it 
desirable to let public initiative play a considerable part. In the 
developed countries means of transportation have always been seen 
as a key factor to general development. Even in the United States, 
where private initiative has been predominant, public authorities have 
done much to promote railways. 


Lastly, most of the social services 5, such as education, health, social 
security and special welfare services, may be included in the public 
sector. This is due to the reason that they are considered essential 
for the culture, health and advancement of a society as a whole, and 
so are provided without charge, or with a token charge only. 


Comparison of the Size of the Public Sector between Countries 


In order to make a comparison of the size of the public sector 
between different countries we have applied the method of “standard 
structure”. According to this method, first of all, a country which ts 
neither too one-sided industrially nor too one-sided agriculturally, and 
in which public ownership is _ mainly due to economic reasons, is 
chosen. - 


Secondly, we determine for this particular country the percentage 
distribution of total gross domestic fixed investment ® over its different 
industrial sectors. This we call the “standard structure”. 


Thirdly, the figures thus found are used as weights to be applied 
to the relative size of the public sector in each industrial sector in 
each country.” 


5 See Appendix B. 

6 Figures on the size of the public sector as a whole, dior employment or 
capital accumulated, are practically lacking. It may be considered appropriate, however, 
to regard as relevant the figures on capital invested in one or a few years for the 
purpose of measuring the size of the public sector. This is true oniy when we assume 
that investment is the same percentage as accumulated investment for each of the 
sectors considered, which seems doubtful. Yet we may say that the importance of 
the public sector for current investment activity also represents an interesting object 
for study and for the application of our method. 

7 See Appendix A. 
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In this way, we come to know what the size of the public sector 
in each country would be if all the countries had the same industrial 
structure. This method in principle eliminates the economic reasons 
and hence seems to yield figures showing more precisely the political 
differences in attitude with regard to the public sector. 


The summary of the results is being presented below. The per- 
centages of total vote achieved by the socialist labour parties, which 
have been known to advocate public ownership, of different countries, 
are also being given in order to bring out the role of political factor 
in public ownership. 


ACTUAL AND STANDARDISED SIZE OF PUBLIC INVESTMENT FOR THE ECONOMY 

AS A WHOLE IN A NUMBER OF COUNTRIES IN PERCENTAGES ALONG WITH THE 

PERCENTAGES OF TOTAL VOTE ACHIEVED BY THE SOCIALIST LABOUR PARTIES 
OF THESE COUNTRIES 








Public investment Percentage of total vote? 


in a number 





at the last of last gen- From-to ? 
Counti Actual Standard- general elec- eral elections 
y size ised size tion (before (during the 
1956) present 
century) 
Netherlands ** .. 36 36 29.0 23 (1913-52) 
United Kingdom . 48 47 46.4 42 (1929-55) 
Sweden ......... 39 39 474 AA (1922-54) 
Japan „unse 35 37 29.2 23 (1946-55) 
France 2.3.0.8 36 36 15.5 17 (1928-55) 
Federal Republic of 
Germany ...... 29 30 28.8 28 (1907-53) 
Finland WEE 27 27 26.2 25 (1945-54) 
Norway ......... 23 23 46.6 36 (1921-55) 
Belgium ......... 23 23 37.3 35 (1919-54) 


Denmark ........ 23 22 41.3 35 (1906-54) 


"7 “Standard Structure.” 


8 Cf. Year Book of the International Socialist Labour Movement, Ed. Julius 
Braunthal, London, 1956. 

9 The same period could not be chosen because of the founding of the socialist 
labour parties at different times, different election years, etc. 


COMMENTS 


In what follows we will compare the size of the public investment 
and strength of the socialist labour party in the individual countries 
with those in the standard structure, i.e. the Netherlands, and try to 
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find out how far the political reasons have been instrumental in aug- 
menting the size of the public sector. Before we do so we would 
reiterate the reasons for choosing the Netherlands as a standard 
structure. 


The Netherlands have been chosen for the purpose of standard 
structure, because this economy is considered to be balanced as regards 
the relative size of industrial and agricultural sectors. 10 Besides, public 
ownership here can be attributed ordinarily to economic rather than 
political reasons. This is evident from the fact that the Dutch Labour 
Party, which has secured on an average 23% of total votes since 1913, 
is less influential than the labour and socialist parties in some of the 
other countries of North-West Europe. About 36% of investment in 
this country is carried out by the public sector, which comprises public 
utilities such as production of electricity, gas and water virtually 
completely. Other public utilities such as postal, telecommunication, 
and railway services are also entirely under public ownership. How- 
ever, other transport, fishing harbours, coal mines and banking are 
owned by public authorities only partially. The State participates in 
airlines, and production of salt, soda, steel and petroleum. 


The share of social services in general government investment is 
about 20%. 11 


United Kingdom. The public sector undertakes about 47% of 
standardised investment. This is more than that in the standard 
structure, i.e. the Netherlands, because the Labour Party, which has 
been securing on an average 42% of total votes since 1929, is definitely 
far stronger. 


The public sector in this country includes almost completely postal 
services and telecommunication, railways, inland waterway transport, 
airways, city transport, electricity and gas production, and coal mines. 
The production of iron and steel, road haulage, ordnance production, 
banking, aircraft manufacturing and importation and disposal of raw 
cotton are only partially in the public sector. 


The share of social services in general government investment is 
about 50%. 


According to the Declaration of the Labour Party, during whose 
régime from 1945 to 1951 most of the industries were nationalised, 
public ownership was meant to modernise and co-ordinate the coal, gas 
and electric industries, co-ordinate the transport services, and replace 
the private monopoly of the iron and steel industry. 12 Iron and steel 
and road haulage industries were mostly denationalised by the Con- 
servative Government, which succeeded the Labour Government. The 


10 Ci. Appendix A. 

11 Cf. Economic Survey of Europe in 1959, United Nations, Geneva, 1960, Ch. I, 
pp. 31-33; and World Economic Survey, 1959, United Nations, New York, Ch. I, p. 46. 
General government has been classified into general services, community services and 
social services. Cf. Appendix B. 

12 For policy statements of labour and socialist parties, cf. BRAUNTHAL, op. cit. 
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Labour Party intends to nationalise these industries again once it 
comes into power. 


Sweden. The public sector in this country carries out about 39% 
of standardised investment, which is not very much more than in the 
standard structure. The growth of state ownership has been usually 
in response to economic needs, although the Swedish Social Democratic 
Party on an average has secured far greater percentage of total votes 
than the Labour Party of the Netherlands. This is accounted for by the 
fact that the Swedish Party favours collective forms of enterprise only 
where these may be suitable. 


The State has a monopoly in postal and railway services, tele- 
communication, and the tobacco and liquor industries. Forests, pro- 
duction of electricity and gas, and some other public utilities are largely 
state-owned. There is competition between state-owned and private 
enterprises in mining, peat production, catering, road transport, coastal 
shipping and credit banking. 

‘ The-share of social services in general government investment is 
about 44%, 13 


_ Mostly public utilities and general, community and social services 
fall in the public sector. The state monopoly of tobacco and liquor 
industries is due to temperance and fiscal reasons. The exploitation of 
forests has been due to conservation policies as well as the tradition 
of operation of these enterprises by the civil service. 14 


- Japan. The public sector in this country carries out about 37% 
of standardised investment, which is almost equal to that in the 
standard structure. Public ownership has been due mostly to historical 
reasons. The Social Democratic Party of Japan has so far played a 
minor role in this respect. It started fighting elections only after the 
Second World War, and since then it has secured, on an average, 
23% of total votes. It advocates eventual nationalisation of “key” 
industries and institution of social services. 


The State owns partly transport and communications, and power 
and water industries. It has some share in the rest of the industries. 


Public ownership of industries has been historical in character. The 
State in the decade after 1868 built and operated railways and tele- 
graphs in order to promote industrialisation. Forests, agricultural 
experiment stations, coal mines, iron foundries, shipyards, machine 
shops, silk reeling, cotton spinning, cement, paper and glass in 
one way or the other, were established, operated, and mechanised 
by the State. With the outbreak of the Sino-Japanese hostilities in 
1937 the State started investing in many industries, and by the end 
of 1938 it held shares in a number of trading and industrial companies 








13 World Economic Survey, op. cit. This source gives relative share of social 
services for some of the other countries in our study, as well. 
14 Cf, Douglas V. VERNEY, Public Enterprise in Sweden, Liverpool, 1959, pp. 4 ff. 
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to the tune of one billion ven 18 Since the Second World War there 
has not been much increase in public ownership. 


France. The public sector in this country undertakes about 36% 
of standardised investment which is the same as in the Netherlands—- 
the standard structure. Obviously, economic factors have played their 
part in augmenting the public sector. The Socialist Party, which aims 
at the public ownership of means of production and exchange, has 
secured, on an average, only about 17% of total votes since 1928. 


Postal services, telecommunication, rail and air transport services, 
and the production of electric power, gas, coal, petroleum, cigarettes, 
matches, and alcohol are wholly, or partly, in the public sector. The 
State participates to some extent in the production of motor vehicles, 
nitrogen, potassium, aircraft and films. lt also participates in printing 
works, banking and insurance, mining for ore, news agencies, merchant 
marine, industrial research, and river navigation. These numerous 
investments by public authorities were due, among other reasons, to 
the unpatriotic role of certain industrialists during the Second World 
War. 16 


The share of social services in general government investment is 
about 32%. 


Federal Republic of Germany. In this country about 30% of 
standardised investment is done by the public sector which is some- 
what less than ‘that in the standard structure. This is not due to the 
relatively less strength of the Social Democratic Party of Germany, 
which has secured on an average 28% of total votes since 1907 and 
advocates public control of “key” industries and equal chance in 
education. Rather it is due to the deliberate efforts to transfer, on 
political grounds, public activities to the private sector, although with 
only a moderate success. 


The public sector embraces almost completely, postal, telecommun- 
ication and railway services, and the manufacture of gas, spirits and 
matches. Production of petroleum, iron ore, coal, coke, aluminium, lead, 
zinc, automobiles, pig iron and steel, electricity, and shipbuilding are 
partially under public ownership. Slaughterhouses, housing projects, 
and banking and insurance are also to some extent operated by public 
authorities. 


The share of social services in general government investment is 
about 36%. 


Finland. About 27% of standardised investment in this country is 
executed by the public sector which is 9% less than that in the standard 
structure. This is due to the reason that in this country, by and large, 


15 Economic Growth: Brazil, India, Japan; eds. Simon Kuznets, Wilbert E. Moore, 
Joseph Spengier, Durham (N.C.), 1955, pp. 537 ff. b 

16 Cf. W.A. Rosson, ed., Problems of Nationalised Industry, London, 1952. 
pp. 238-254. ` ` 
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instead of public ownership of whole industries, competition between 
state-owned and private enterprises has been found to be more efficient. 
The Social Democratic Party on an average has secured 25% of total 
votes since 1945. 


Although public authorities have a virtual monopoly of railways, 
air transport, and postal services, and that of production of liquor, 
production of electric power, chemicals, and margarine, and ship- 
building, metal-working, mining, ordnance production, oil-refining, 
timber-cutting and manufacturing are only partially under public 
ownership. 


As in other Scandinavian countries, social services form a good 
proportion of the general government sector. 


Norway, Belgium, Denmark. We are grouping these countries 
together as they make almost the same standardised size of public 
investment, and their socialist labour parties have secured almost the 
same percentage of total votes over the last few decades. The 
standardised size of public investment in these countries is less than 
that in the standard structure, i.e. the Netherlands, while the percentage 
of votes won by the labour socialist parties is more than that of the 
Labour Party of the Netherlands. This is due to the following two 
reasons. Firstly, the emphasis is on competition between state-owned 
and private enterprises in the same industry, and secondly, the socialist 
labour parties have put less stress on public ownership and more on 
regulatory measures. 


The Norwegian Labour Party, which has secured on an average 
36% of total votes since 1921, advocates state ownership of certain 
industries, and institution of social services. The State has a monopoly 
of postal, telegraph and railway services, and of wholesale distribution 
of liquor, drugs, grain and concentrated fodder. Public ownership is 
extensive in mining; telephone, air and road services; and in production 
of electricity, gas, steel and aluminium. The share of social services 
in general government investment is about 31%. 


The Belgian Socialist Party has recently placed little stress on 
public ownership, but has been chiefly interested in extension of social 
welfare programmes. Postal services, telecommunication, broadcasting, 
rail and air transport and, water, gas and electricity supply are wholly 
or largely owned by the State, 


In Denmark the Social Democratic Party believes that it is in the 
interest of society to have a combination of private, co-operative, 
municipal and state ownership. Besides general, community and social 
services, the public sector comprises railways, postal, telegraph and 
broadcasting services; production of electricity, gas and water; and 
forests. The telephones, street cars and buses are operated both by 
public authorities as well as private owners. The men-of-arms are 
built by public shipyards. The social services form about 44% of 
general government investment. 
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CONCLUSION 


After assuming that public ownership in the Netherlands, which has 
a representative economic structure, is influenced by economic rather 
than political reasons, we find that, with the same industrial structure 
as that of the Netherlands, Sweden, Japan, France and the Federal 
Republic of Germany have almost the same size of public sector as the 
Netherlands; the United Kingdom has relatively more, and Finland, 
Norway, Belgium and Denmark have relatively less. 


Excepting the United Kingdom, it is not always due to the relative 17 
strength of the socialist labour parties of these countries. The 
Swedish Social Democratic Party has been securing a relatively greater 
percentage of total votes but the size of the public sector in the Swedish 
economy is not proportionately great because there is no doctrinaire 
emphasis on public ownership. 


In Japan the Social Democratic Party is of recent origin and has 
been winning relatively less percentage of total votes, but the size of 
the public sector is not less than that in the Netherlands. This has been 
due to the historical reasons connected with the development of the 
Japanese economy. 


The Socialist Party in France has secured a relatively less percent- 
age of total votes but the size of the public sector is as big as in the 
Netherlands. Obviously, it permits us to conclude that public ownership 
in France has, by and large, been due to economic reasons. 


In the Federal Republic of Germany, the size of the public sector 
is almost as big as that in the Netherlands. But at present there is 
an attempt to reduce it, because the present Government does not 
favour public ownership so much. 


In Finland, Norway, Belgium and Denmark, size of the public 
sector is relatively less while the percentage of total votes received by 
the labour socialist parties is relatively large. This is due to their 
(i) preference for competition between public and private enterprises 
in the same industry, and (ii) emphasis on regulatory measures rather 
than on public ownership. 


In concluding, a broad generalisation which we may make is that 
the socialist labour parties in the countries of our sample. excepting 
the British Labour Party, do not favour public ownership on political 
grounds. 


17 Relative to the strength of the socialist labour party of the standard Structure, 
i.e. the Netherlands. 
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APPENDIX A 


Figures and Sources, and Result of Calculations 


Nature of figures and sources for public sectors. It may already 
be observed that the statistical data on the public sector in different 
countries are very scanty. In view of this, we had to rely for the 
most part on the studies of the public sector, in different countries, of 
the Economic Survey of Europe in 1959 18, and of the World Economic 
Survey, 1959.19 


These surveys together have given figures about (1) percentage 
share of the public-enterprise sector, and (2) the percentage share of 
general government, i.e. public services, in total gross domestic fixed 
investment, and (3) the composition according to industrial sectors 
(such as transport and communication, power and water, and other 
industries) 2° of total gross: domestic fixed investment of the public 
enterprise-sector. Figures are given for Belgium, Denmark, France, 
the Federal Republic of Germany, Japan, the Netherlands, Norway, 
Sweden, the United Kingdom and Finland. All these figures relate to 
different years from 1950 to 1957. Wherever possible we have taken 
average figures for the consecutive years. 


Nature of figures and sources for total investment in the various 
industrial sectors. In order to apply weights to the relative size of 
the public sector in each industrial sector in each country we need to 
know the percentage distribution of total gross domestic fixed invest- 
ment (investment, in short) over the various industrial sectors in the 
different countries, for the same years as mentioned above. But 
unfortunately, for most of the countries this distribution is not known. 
So, instead, we have taken the percentage distribution of total employ- 
ment 21 over the various industrial sectors in the different countries. 
In this case, however, the employment distribution has been “converted” 
into the investment distribution with the help of employment, and 
investment, distributions for the Netherlands—the country chosen for 
its representative economic structure—as obtained directly from the 
Central Bureau of Statistics, The Hague. This implies the assumption 
that the ratios between investment and total employment in the 
countries considered are equal to the ones prevailing in Holland. 


18 Cf. United Nations, Economic Survey of Europe, Ch. V, pp. 3 and 33 ff.. 
Geneva, 1960. 

19 Ibid., Ch. 1, pp. 42, 46 and 50, New York, 1960. 

20 A much finer industrial subdivision should be used; but, it is regrettable that, 
so far, much data are not available. 

21 In this we include whatever unemployment there is in the countries under 
consideration, which is generally not large. Cf. IL.O., Year Book of Labour Statistics, 
Geneva, 1959, Table 4: Structure of the economically active population. 
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Standard structure. The Netherlands has been chosen, as a 
country with a representative economic structure, for the purpose of 
“standard structure”, because as compared with the other countries 
included in the present analysis, it is neither a predominantly agri- 
cultural nor a predominantly industrial country. ?? 


Results of calculations. These are presented in the following table. 


SIZE OF THE PUBLIC SECTOR—IN INVESTMENT—IN EACH OF THREE INDUSTRIAL 
SECTORS AND ACTUAL AND STANDARDISED SIZE OF PUBLIC SECTOR FOR THE ECONOMY 
AS A WHOLE IN A NUMBER OF COUNTRIES IN PERCENTAGES 


Netherlands (“Standard Structure”) 


è e 














Industrial sectors Wa Wi PC 
Transport and communications 6 17 5 
Power and water .........,.. 1 10 10 
Rest nassen 93 73 21 
Size of public sector ......... 36 

United Kingdom 
| we 100 W ` 
Industrial sectors We We=We we=We—— PC —— PC 
We 115 We’ 
Transport and com- 
munications .... 8 28 20 7 6 
Power and water . 2. 20 17 12 7 
Rest cried 90 72 63 29 34 
Actual size of public sector ...... 48 — 
Standardised size of public sector | — 47 


22 Cf. Colin CLARK, The Conditions of Economic Progress, London, 1957, tables 
facing pp. 257 and 335. i 
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France 
W 100 Wi 
Industrial sectors We We=WeT lt 3 We=We——- PC = 
We 98 We 
Transport and com- 
munications .... 5 14 14 5 6 
Power and water . 1 10 10 10 10 
Rest stars 94 74 76 21 20 
Actual size of public sector ...... 36 — 
Standardised size of public sector — 36 
Sweden 
Wi 100 WwW; 
Industrial sectors We We=We È We=We-—- PC » PC 
We 106 We 
Transport and com- 
munications .... 8 23 22 9 7 
Power and water . l 10 9 9 10 
Rest sis ns 91 73 69 21 22 
Actual size of public sector ...... 39 — 
Standardised size of public sector — 39 
Japan 
Wi 100 Wi pr 
Industrial sectors We We=We— We = We PC PC 
We 94 We 
Transport and com- 
munications .... 5 19 20 10 14 
Power and water 
LEE 95 75 80 25 23 
Actual size of public sector ...... 35 — 
Standardised size of public sector — 37 
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Belgium 
ws 100 We. 
Industrial sectors We We=We—= We=We— PC = PC 
We 113 We 
D 
Transport and com- 
munications .... 7 20 18 9 8 
Power and water . 4 24 21 3 
Rest EE 89 69 61 11 13 
Actual size of public sector ...... 23 — 
Standardised size of public sector — 23 
Federal Republic of Germany 
we 100 W 
Industrial sectors We We=Wwe— we=zWe__ PC Z PC 
we 99 We 
Transport and com- 
munications .... 5 14 14 7 9 
Power and water . 1 10 10 7 
Rest 5.20 94 75 16 15 14 
Actual size of public sector ...... 29 — 
Standardised size of public sector — 30 
Finland 
| Wi 100 Wi ur 
industrial sectors We We=We We=We—— PC PC 
We 97 We 
A x 
Transport and com- 
munications .... 5 14 14 4 5 
Power and water . 1 10 10 4 4 
Rest ............. 94 75 76 19 18 
Actual size of public sector ...... 27 — 


Standardised size of public sector — 27 
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Norway 
: 100 ws 
Industrial sectors We We=We We=We— PC * PC 
a = We 108 We’ 
Transport and com- e 
munications .... 10 28 26 5 3 
Power and water . I 10 9 6 7 
Rest siriani 89 70 65 12 13 
Actual size of public sector ...... 23 — 
Standardised size of public sector . mame 23 
Denmark 
Wi 100 ws 
Industrial sectors We We= We We’=We-— PC * PC 
We 101 We ` 
Transport and com- 
munications .... 7 20 20 6 5 
Power and water . 1 10 10 = 5 5 .. 
Rest ............. 92 71 70 12 12 
Actual size of public sector ...... 23 — ` 
Standardised size of public sector mn 22 


W": employment weight, i.e. relative size of sector expressed in employ-. 
. ment figures; with subscript n in the Netherlands. 
We: investment weight, i.e. relative size of sector expressed in investment 
figures; with subscript n in the Netherlands. 
PC: public investment as a percentage of total investment in the four 
sectors shown. 


We: weight (investment figures) corrected in order to render the total 
equal to 100. 
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APPENDIX B 


GENERAL GOVERNMENT SECTOR 


Division of the Classification Scheme: 


A. General Services 


1. General Administration 


(a) Organs of State 

(6) Fiscal administration 

(c) General economic regulation 
(d) Conduct of foreign affairs 
(e) Other 


2. Defence 


(a) Administration 
(b) Armed forces 
(c) Civil defence 
(d) Other 


3. Justice and Police 


(a) Administration 

(6) Law courts 

(c) Police 

(d) Prisons 

(e) Other places of detention and correction 


B. Community Services 


4. Roads and Waterways 


(a) Administration 

(5) National highways 
(c) Roads and streets 
(d) Waterways 


5. Fire Protection, Water Supply and Sanitation 


(a) Administration 

(6) Fire protection 

(c) Water supply 

(d) Sewage and refuse disposal 
(e) Other sanitary services 


6. Other Community Services 


(a) General research and scientific services 
(6) Other l 
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C. Social Services 


7. Education 


(a) Administration 

(b) Primary schools 

(c) Secondary schools 

(d) Colleges and universities 

(e) Technical training institutions 

(f) Adult education, libraries and museums 
(g) Other 


8. Health 


(a) Administration 

(b) Research 

(c) Hospitals 

(d) Medical and dental centres and clinics 
(e) Individual health scheme 

(f) Special health programmes 


9. Social Security and Special Welfare Services 


(a) Administration 

(b) Social security benefits 

(c) War veterans’ benefits 

(d) Child and mother care 

(e) Care of aged and disabled 

(f) Care of mentally defective people 


10. Other Social Services 
(a) Administration 
(b) Housing 
(c) Recreation 
(d) Religion 
(e) Social services not included elsewhere 


Source: United Nations, A Manual for Economic and Functional Classification of 
Government Transactions, New York, pp. 87 to 40; 144 to 156. 


MODERN DEVELOPMENTS 
OF AGRICULTURAL CO-OPERATION 


À Symposium on “Modern Developments of Agricultural Co-operation” 
was organised for the 350th anniversary of the University of Groningen. 
A summary of the main reports presented on that occasion is given below. 


INTRODUCTION TO THE SYMPOSIUM ` 
ON CO-OPERATION IN AGRICULTURE 


by 


Prof. Dr. J. L. MEY, 
University of Gròningen 


_ The farmers in many countries have had an extremely good under- 
standing of the significance of co-operation in their industry. In a 
certain sense co-operation is a very rational device for meeting the 
problems connected with the development of technology, transport and 
markets. As a rule it is believed that these developments make large- 
scale production more advantageous. Often it turns out, however, that 
it is only a single function that can be carried out better on a large 
scale than on a small one. Not only in agriculture but also in other 
branches co-operation could bring about the same effect as concen- 
tration without wiping off small business as such. Perhaps, if one had 
discovered this power of co-operation earlier, concentration would not 
have been so extensive as it has been today. Small business would 
have played a larger role in the process of production. The social 
production-structure would have consisted then of a large number of 
small units co-operating only for those functions that could be carried 
out more advantageously on a large scale than on a small one. In the 
same way co-operatives could co-operate Ri those functions requiring 
a still larger scale. 

Note only would: the shape of the system of social production have 
been different, this system would have had consequences quite distinct 
from those of capitalistic concentration, qoal is, merging of smali ‘units 
into larger companies. 
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If small companies merge or are concentrated into a large unit, 
authority and responsibility are also concentrated, The management 
of the larger unit has full authority but bears also full responsibility 
for the behaviour of the whole system of amalgamated companies. 


Here the principal difference manifests itself between a co-operative 
system and a system of capitalistic concentration or merger. In the 
co-operative system authority and responsibility is spread over a large 
number of co-operators; in the system of capitalistic concentration it 
is concetrated in a few hands, the hands of the managers at the top 
only. Though authority will be. delegated, because the management of 
the co-operative (or the co-operative of co-operatives) cannot be put 
in the hands of the large number of members, for instance, the multitude 
of cattle farmers interested in a factory of condensed milk and similar 
products, the responsibility and even the liability remains with the co- 
operating firms, that is with the farmers. They have to bear collectively 
the consequences of a faulty delegation. 


In a certain sense, therefore, we might say that the co-operative 
system is quite the reverse of a capitalistic merger. The co-operative 
system has without any doubt large advantages. A large difference 
exists between the stockholders in a capitalistic merger, only interested 
in a stable dividend of a satisfactory level and letting the whole 
responsibility for the behaviour of the company to the few forming the 
top management, and thé farmers participating in a co-operative 
bearing the full responsibility and liability of what management is 
doing. To say it in some other words, the responsibility for social 
production in a co-operative system is borne by a large part of society, 
in a capitalistic system only by a few. If we do believe in. the import- 
ance of independency also in the field of social production, co-operation 
seems to be inevitable to meet the demands caused by modern deve- 
lopmerits. If we do not, then we can let capitalistic concetration have 
its way. 


‘ The question arises, however, whether it is possible for the co- 
operative system to remain workable in an environment characterised 
by rapid development in technology, rapid changes in patterns of 
‘consumption and so on. Moreover, we may not forget that up to a 
certain degree, viz..as far as the members or the governing boards are 
the decision-making authority in the last resort, the co-operative system 
is “a system of government by amateurs” to quote Sydney Low, the 
well-known author on constitutional law. 


A democratic country may be governed by amateurs but N it 
is very dangerous to state that this is also valid for an enterprise, in 
particular for an enterprise in a dynamic environment like ours. More- 
over, the amateurs in government can—because we need only a few— 
be highly: qualified people. The same cannot be said from the multitude 
of entrepreneurs, co-operating for some functions in large units, even 
not for the governing bodies of the co-operation. They have to. delegate 
their authority to the managers of the co-operative, but bearing the 
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final responsibility for the results of their activities, they have to be 
capable to judge them, and that they are not often able to do. Not- 
withstanding the fact that co-operation between small companies makes 
some progress, also in other industries the capitalistic concentration is 
marching on much faster. It seems that the advantages of the system 
of capitalistic concentration are evaluated higher than those of the 
co-operative system, 


We can state a tendency among co-operatives to move in the 
direction of the capitalistic concentration and to make mere stock- 
holders out of its members. Therefore the question arises what might 
be the future of the co-operative system, in particular as it is developed 
in agriculture? Will there still be co-operatives when present tendencies 
have worked out? For the co-operatives in this period of inevitable 
concentration it is time now.to make up their minds and to find an 
adequate answer on the question whether there is still a reason for 
maintaining an industry, organised according to the principles of the 
co-operative system, or whether it is more desirable to liquidate. the 
whole idea of running industries and particularly agricultural industries 
on a co-operative basis and to become an ordinary capitalistic enter- 
prise with stockholders, managers chosen according to oligarchic 
principles and all the further well-known and sometimes well-criticised 
attributes of the capitalistic system. 


Co-operation in agriculture just as co-operation in other branches, 
though perhaps less developed as in agriculture, at this very moment 
is standing at the crossroads. We do hope that this symposium, in 
studying the problem of concentration in its different aspects, may 
be helpful to find the right direction to go on. 


.LEGAL FORMS OF CO-OPERATION OF AGRICULTURE 
AND OF INDUSTRY AND TRADE UNDER SPECIAL CONSIDERATION 
OF CO-OPERATIVE SOCIETIES 


by 


Prof. Dr. H. WESTERMANN, 
University of Münster 


I. The Problem. 


Agriculture is a primary production; the most important part of 
agricultural products is only marketable if worked or manufactured. 
From agriculture to the consumer there is a certain number of steps of 
working and manufacturing and the trade. 


Objects of this treatise are legal relations which are able to 
influence the course of primary products from the producer up to the 
consumer, in order to promote the interests of agriculture (especially 
marketing and prices). 


The single farmer practically cannot achieve such an aim. In 
consequence associations must work for him, which already exist or 
are to be founded especially for this purpose; this points to agricultural 
co-operative societies. 


II. Consequences for the Legal Relations. 


1. The legal relation which is able to correspond to these aims 
must give agriculture influence on the course of its products. At least 
the legal relation has to help with a reduction in the marketing risks 
of agriculture. 


2. The legal relation has to balance the interests and the risks 
run by one partner or the other. Consequently such types of relations 
are excluded from these reflections, in which the agricultural co- 
operative societies start alone to be active in the field of working, 
manufacturing or marketing. Such an agricultural enterprise has not 
to settle different interests in itself but was established to follow up 
only agriculture. 

For jurisprudential reflections it does not matter to what extent 
the agricultural co-operative society does itself the marketing up to 
the consumer, Above all, it is only a gradual difference whether there 
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is working or manufacturing (e.g. dairy) or whether the agricultural 
co-operative society sells directly to the consumer or does so by means 
of a dependent organisation. 


3. The characteristic of the association in the here-mentioned sense 
is the necessity to co-ordinate the interests and risks of different 
economic stages in one legal relation. 


There are numerous possibilities (association of the agricultural 
co-operative society with an organisation of the manufacturing industry 
or with the trade or with both of them). 


Corresponding to the difficulty to meet the economic tasks, the legal 
relation, too, is very complicated. Against this the working or manu- 
facturing activities of an agricultural co-operative with enterprises 
belonging to other economic stages; to the one-sidedness of the 
economic purpose corresponds a more simple legal structure. 


The activity of the co-operative society as well alone as in co- 
operation with industry or trade requires that the agricultural pro- 
duction should be in conformity with the possibilities of marketing. 
Especially there should be a conformity of quality, of quantity and of 
the time of delivery. On the other hand the partner who does the 
marketing has to take pains to sell the delivered products—when 
occasion arises even with a reduction in price. 

Hitherto the activities of production, of working and manufacturing, 
of transportation and of marketing, etc., have been considered, each 
one separately, but now they are to be considered as different stages 
of one coherent economic process. 

On principle two legal forms of co-operation are possible: on 
the one hand the individual legal contract between the agricultural 
co-operative society and its contracting partner, and on the other the 
company legal association with the purpose to run a joint enterprise. 


IL The Contract under Individual Law. 


1. The established German law includes no special regulations for 
the above-mentioned typical purpose of a permanent counterbalance 
of different interests. 


2. Therefore all has to be regulated by the contract. The situation 
of the individual case is decisive in the end. In general it will depend 
on the following points: 

obligation of delivery and acceptance; 


quality and quantity of the delivered goods, time of delivery and 
guarantee of their regularity and uniformity; 

duration of the contract, i.e. validity and period of notice; 

price formation with an elasticity ensuring the sale of the goods even 
at a supply of great quantities. 


Thus the legal relation gets a relevance to company law. 
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3. Corresponding to the character of the operation as a relation 
between different economic stages the agricultural co-operative society 
has to take care of the fulfilment of the delivery obligations at sufficient 
quantity and invariable quality by a corresponding influence on the 
products (advice, putting at disposal of seeds, young stock, insecti- 
cides etc.). ' 


. 4 The regulations of the German law on cartels (QWB) are 
always to be taken into account. 


IV. The Joint Enterprise. 


1. If the different economic stages are concentrated in one enter- 
prise, on principle the same problems are also to be solved in the 
contract which establishes the joint enterprise. Here, too, the interest 
of the producers are to be balanced with those of the working and 
manufacturing enterprise and with those of the trade within the joint 
enterprise. 


In view of the different possibilities of participation there is to 
discriminate whether the single concerned party is a holder of the 
joint enterprise and simultaneously its contracting partner in respect 
to delivery or acceptance (double participation) or whether the party 
concerned takes a share only unilaterally. So for instance the partner 
from agriculture wants to deliver and to participate in the final pro- 
ceeds just as the partner from trade wants to accept and to participate 
in the profit, whilst the partner from industry is only interested in the 
working up and manufacturing. 


‘ 2. The established German company law implies that the interests 
of the parties concerned have the same aim; consequently the contract 
of association has especially to take the particularity into account that 
the different interests within this company must be counterbalanced. 


This refers to the organisation and with that above all to the 
management of the enterprise, to the formation of intent (with that 
practically to the decision on the business policy) and to the distribution 
of the final proceeds. 


This task is very difficult. 


3. As legal forms under German law can be taken into consider- 
ation— 


the “Offene Handelsgesellschaft” (corresponds to the general or 
ordinary partnership) or the “Kommanditgesellschaft” (limited 
partnership); though they are very flexible forms they have some 
disadvantages; 


the co-operative society; in consequence of the far-reaching stringent 
regulations the adaption of the legal form to these special purposes 
is rather difficult; | 
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the “Aktiengesellschaft” (company limited by shares) or the “Gesell- 
schaft mit beschränkter Haftpflicht” (private limited company); in 
consequence of its great adaptability the G.m.b.H. suits much; its 
deed of partnership, however, has to be made up very carefully and 
adapted to the special circumstances. 


4. The law on cartels can hamper particularly the company legal 
solution of the problem because (here would be associate farmers and 
commercial and industrial enterprises. 


Ka 
% 


This outline demonstrates that a collaboration of different economic 
stages in a long-term contract or in a joint enterprise only will be 
possible after having over-ridden considerable obstacles. 


PROBLEMS OF MANAGEMENT 
IN CO-OPERATIVE INDUSTRIES 


by 


Prof. Dr. G. DRAHEIM, 
University of Göttingen 


L The co-operative society as a type of business enterprise has, it 
is true, in the various countries appeared in different legal forms; 
economically and sociologically the co-operative society is, however, 
everywhere basically determined by the fact that its exclusive aim is 
to help its members forward. From this aim there emerges for the co- 
operative society (as a means to this end) a specific structure. 


The co-operative society is at the same time a business enterprise 
and also an association (group) of persons. As a business enterprise 
of a particular type the co-operative society must endeavour in com- 
petition to reach the greatest possible business efficiency in order to 
keep up with its competitors which frequently are much more powerful. 
If the co-operative society did not do this it would not be able to 
provide the benefits expected and would lose its members. It would 
have no chance to survive. 


The duty of the management of a co-operative society must there- 
fore be to bring it to its optimum efficiency. This problem can only 
be solved in a relative sense. The specific structure of the co-operative 
society, it is said indeed, involves “inherent restraints” with conse- 
quential “structural inelasticity” which even the best management will 
be unable to remove, but the management may be able to reduce the 
handicaps arising from the nature of the co-operative in the optimum 
way. 


II. The members are the central figures of the co-operative society. 
They are the customers and at the same time the partners. Thus the 
field of operation of any co-operative is limited by— 

the number of members; 

the type of members and their economic requirements; and 

the volume of business which the members are willing to bring to 

their co-operative society. 


An increase of the turnover and a mixing of the risks by diver- 
sification, principally, are only possible through the members. An 


MODERN DEVELOPMENTS OF AGRICULTURAL CO-OPERATION 315 


increase of the share capital can only be achieved through the members 
who, as a rule, are not much interested because either they are not 
“investors” or prefer other investments more urgent or more profitable 
to them outside the co-operative. Apart from that the principle of 
“one man—one vote” does not encourage the acquisition of additional 
shares. The building-up of reserves is only possible to the extent that 
the members agree to sacrifice immediate benefits. 


The bottleneck arising from the key position of the members is 
particularly noticeable when the management for economic reasons 
must endeavour rapidly to reach the optimum size which the competitors 
already have. As a rule this can oniy be attained by the acquisition 
of new members which are only attracted by superior service. Such 
service can only be expected when the optimum business volume has 
been reached. Here we come to a “vicious circle” which is particularly 
objectionable if the co-operative industry is a capital-intensive factory 
and has no time to grow slowly. 


III, Also within the management itself the structural peculiarities of 
the co-operative type of business become evident in various ways. 
Principally the members and their representatives in the board must 
be regarded as laymen as far as the requirements of a highly efficient 
management are concerned, 


They are liable to choose not the best or most efficient manager 
but the “most convenient” and “cheapest” one. The efficient manager 
will find to his disappointment that in the co-operative society there 
is hardly an appropriate yardstick whereby the results can be judged 
as to quantity but in consequence—contrary to his colleagues in non- 
co-operative enterprises—he has no participation in the benefits. 


In establishing the prices chargeable to the members the manage- 
ment frequently comes up against the question of calculating on a 
purely rational basis or, on the other hand—with regard to the social 
purpose of the co-operative society—finally subsidising the “smaller” 
members at the expense of the “bigger” ones or of the surplus of the 
co-operative society itselî. 


IV. My previous statements might give the impression that the 
management of a co-operative society must find itself in a hopeless 
position. This, however, is not the case. The management has four 
possibilities of reducing the burden of inherent restraints: 


the forming of large-scale co-operatives; 
the acceptance of non-member business; 
the help of central co-operatives; and 


to select other and more elastic legal forms of association instead 
of the co-operative. 


One can also see in practice that both the position and the efficiency 
of the management in fact are frequently better than it would appear 
formally on paper. Not infrequently the manager enjoys the confidence 
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of the members as well as of the board, which in fact gives him more 
freedom of action than, e.g. the manager of a joint-stock company 
would have. 

Nevertheless it would seem necessary in view of the ever-increasing 
competition to make some comments regarding the modernisation of the 
style of management because for the co-operatives as a whole it is 
unsatisfactory seeing some of them competitive while others are 
stagnating or even relapsing. 


V. A new regulation is hardly to be expected by legislation. The 
co-operative societies and their supporters should, wherever it is 
necessary for the co-operative to have the highest economic efficiency 
consider the following steps to be taken: 


(a) the rapid creation of an adequate size necessitating a management 
of at least two persons (senior and junior manager); 


(6) the removal of laymen from management functions by— 
(aa) definite allocation and limitation of the functions; and 
(bb) limitation of the lay activity in the board to carrying through 
the co-operative interests and to controlling the management 
and, thus 
to establish team-work between the management and the lay 
members of the board on the basis of a factual equilibrium; 


(c) renouncing of a specific co-operative society management with the 
function of combining highest economic ability with co-operative 
social attitude, as such persons are rare; 


(d) as the management-development will rarely be possible in a single 
primary co-operative society it is recommended to demonstrate 
the common activity of the co-operatives (i.e. of certain branches), 
also in this field by supporting the management-development by 
central organisations; 

(e) the creation or engagement of a dynamic general purpose type oî 
manager whose primary function would De to secure economic 
efficiency and who is not restricted—apart from the inherent 
restraints involved—-by social considerations. 


It is advisable that the managers should be “interchangeable” 
without regard to the type of enterprise as long as the “economist” in 
combination with the “socially conscious man” is rarely found in 
practice or only with an obvious loss of efficiency. Interchangeability 
is, however, only possible if the pay, the pension conditions and the 
rates of bonus are the same everywhere. 

It should be taken for granted, however, that in view of such a 
dynamic improvement of the management with co-operatives the laymen 
on the board would activate their position of a “countervailing power” 
against the economic driving force of the management to secure main- 
taining the co-operative line in the interest of the members. 


FORMS OF COLLABORATION OF CO-OPERATIVE ACTIVITIES . 


by 


Ir. I}. DE BOER, i 
Managing Director Cebeco, Rotterdam 


1. The forms of collaboration in the performance of the activities, 
co-operative trade and industry have undertaken in the course of years, 
are dealt with on the basis of actual practice of the co-operatives buying 
agricultural requirements and selling some agricultural (soil) products. 


2. The buying and selling co-operatives have started with one 
group of products, to which many more have been added in the course 
of time, the result being that present-day buying and selling co-opera- 
tives dispose of a vast assortment of articles and products. In one 
sector only (sowing seeds, seed- and table-potatoes) sales are not 
affected through the national buying and selling groups In part of 
the country. It should be remarked that the combination of various 
activities has strengthened the a: ee e.g. by the spreading 
of risk. 


3. However, the question may be asked, if these co-operatives 
dealing in so many articles can give proper consideration to the 
adaptation to modern developments in the economic and technical 
field, an important one being specialisation. It is argued that this is 
only the case when the local co-operatives are of sufficient size. They 
will then dispose of specialists and may be able to make investments 
requiring much capital. Though in various fields. the central or some- 
times regional co-operatives may be of service, lack of clearness in 
organisational respect and confused functions must be guarded against. 
The increase of scale found everywhere requires: sufficient scope for 
decisions within the larger co-operative buying and selling units, those 
in direct contact with the farmer not excepted. 


4. The central co-operatives, founded with the object of pure buying 
and selling for their members, need a certain mobility and independence 
in relation to their strict instructions, to perform their tasks to the best 
of their abilities. The efficiency of their commercia! and industrial work 
requires it. For that reason they not only create good relationships with 
parties outside the co-operative ‘sphere, but also: feel the need to- have 
more fixed ties by interesting themselves in certain industries and trade 
organisation when the market assumes a closed character. 
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5. The extension of the co-operative activities in many directions, 
a normal phenomenon everywhere in trade or industry, gives rise to 
the question if this state of affairs will give satisfaction to farmers 
co-operating in the field of a certain group of products or articles. 
Certainly their products must not be lost between the many articles, 
the conduct of affairs no more than the manipulation and the financial 
results. Attention is therefore being paid to special forms of col- 
laboration within the whole: pools and collaboration contracts in 
connection with integration processes, 


6. As for pools it may be remarked that the. pure co-operative 
procedure can be followed. The extent to which the supply of agri- 
cultural products can be bundled is closely connected with the character 
of the product. The difference is pointed out between great market 
products such as grains and products liable to deterioration such as 
those of horticulture. 


In practice a selection between the members of the co-operative has 
sometimes to be made. As a matter of fact there are members who 
do not want to commit themselves as to the obligation to deliver or 
the conformation to qualitative standards. Often this collaboration in 
the form of pools is governed by contracts; sometimes “contracts” are 
also being concluded in the form of co-operative sub-societies, the 
members of which are exclusively members of the basic co-operative. 
In the sphere of sowing seeds and seed- and table-potatoes also 
separate organisations exist. 


7. There are other collaboration contracts which are being con- 
cluded in view of integration processes. The practical example here is 
the broiler industry which has expanded enormously of late. Several 
groups of enterprises may be parties to such contracts. Arrangements 
are being made not only with respect to the quality of the products, but 
also to determine the prices to be paid to the various links in the chain. 


8. Inview of these integration processes it has been found necessary 
to have the disposal of specialised enterprises within the co-operative 
sphere. Those interested, the suppliers of products, originally did not 
form a settled group as to character and size. In view of the vast 
capital required for these enterprises, it was therefore difficult to found 
them on these directly interested suppliers. For this reason they are 
erected on the existing central organisation. So there is no direct tie 
of organisation between the supplier of the product and the enterprise 
handling it as is the case with pure co-operatives. 


9. The limited company is in various cases accepted as the form 
of enterprise, but the spirit is that of the co-operative. Yet it should 
be realised that a farmer must be able to exercise proper centrol of 
these enterprises. It should not be forgotten that much is now being 
extended on the basis of a pattern of co-operation formed scores of 
years ago and not fitting the present developments. The pattern of 
autonomy and of activities no longer cover each other. Revision is 
necessary. 
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10. On the outskirts of the co-operative field of enterprise there is 
a need of mobility. Those forms of enterprise are to be applied per- 
mitting this mobility. Therefore collaboration in non-co-operative 
enterprises is not to be declined as a matter of principle. Associations 
of producers without daily commercial or industrial activities trying 
to influence other enterprises are not deemed effective. 


11. The coupling of all sorts of activities connected not only with 
commercial and industrial developments, but also with changes in the 
structure of agriculture, requires a close contact with the Farmers’ 
Union as decisions are to be taken in the nature oî agricultural politics. 


CONCENTRATION IN AGRICULTURAL CO-OPERATIVE SOCIETIES : 
IN ITS ORGANISATIONAL PROBLEMS 


by 
E. H. THOMAS, 
General Manager of the Centre National de la Coopération Agricole, Paris 


I. Forms of Concentration. 


Concentration is to be defined as communisation of technical, per- 
sonal, and financial means. 


1. Agreements concerning administration. This type of agreement 
and communisation of means does not immediately affect the technical 
and economical activities of enterprises. It completely preserves their 
financial, industrial, and commercial independence. Its only intention, 
however, is to improve their administrative machinery by methods which 
they would not have achieved separately. If forming part of the same 
branch of business they should compare their results carefully. 


2. Concentration of means of purchase. The aim of such ‘concen- 
trations is to get the most favourable conditions at joint purchase, e.g. 
in the field of prices, quality of the products, and terms of settlement 
and delivery. 


3. Concentration of production and storage. Several kinds of 
concentration which in this case concern both members and enterprises 
may aim at reaching agreements about common means of production 
or about specialisation. oO 

4. Concentration of commercial means. The different sorts of 
concentration are to be studied in the viewpoint of— 

(a) the concentration of commercial means in the light of prospecting 
foreign markets; 

(6) communisation of means of sale; 

(c) making of common trade marks and labels; and 

(d) making of common trading groups. 

5. Technical and economic agreements. In practice this means 
usually a complete merger. 

6. Vertical (or inward) integration. This is to say an agreement 
which can even mean a total merger, e.g. between agricultural co- 
operatives situated at different stages of the transformation of products. 
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7. Promoting of common technical experience. ‘This is to be 
achieved by research, documentation, information, studies in the eco- 
nomical, commercial, industrial, and organisational domain, and train- 
ing of the staff. 


Il. Patterns of Organisation for the Concentration of Agricultural 
Co-operative Societies. 


1. Antagonism against concentration on the part of the farmer. 
When trying to introduce new methods in the organisation of the 
society our efforts often meet with fierce resistance on the part of the 
farmers who still look back upon the pioneer time of this development 
which for the first time gave them a certain technical and economical 
independence and will not admit that the organisation has to keep 
pace with the achievements of modern times. Moreover, they often do 
not like to give up their functions in the local co-operative, etc. 


2. Critical survey of concentration of today in general. The Inter- 
Co-operative Union— 


(a) often include a great number of co-operatives; 


(6) form an organism which one can rely on, without any commit- 
ment, however; 


(c) are organisms whose ties with the managers consequently are but 
loose. 


The members expect amenities from the Union but do not want to 
delegate any global functions to the Union. The economic evolution 
calls for elaborate and dynamic efforts towards structural adaptation. 


3. Conventional aspects on the problems of organisation. Organ- 
isational problems as they arise in the inter-co-operative concentrations 
do not fundamentally differ from those which emerge from all inter- 
co-operative operations. 


4. Specifically co-operative aspects on the problems of organisa- 
tion. Co-operatives and capitalistic companies have several problems 
in common. But as a vaster economic union has been built up it is 
indispensable that the co-operative keeps in touch with the members. 


(a) Members and the Society should know about each other, the plans, 
wishes, and the state of affairs. 


(6) The second problem is how to appoint a manager and not to lose 
contact with him. 


(c) Another problem is to keep democracy working and let members 
have their say in long-term decisions. 


5. Organisation in the view of adaptation of structures of the co- 
operative movement, When remodelling the general structures of the 
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movement one has to take into account the evolution of general eco- 
nomics and the needs of the farmers, and it is desirable that the co- 
operatives can voice their opinion within the Union. 


Concluding Remarks. 


In Europe there is a general trend towards concentration in all 
kinds of enterprises, in the course of which the co-operatives have 
not proceeded at equal pace with the capitalistic sector. 

Exchange of ideas about own experiences between the several co- 
operatives and constant communication between economist and organiser 
are the needs of the moment. 


MANAGING CO-OPERATIVE INDUSTRIES 


by 


LA E. MORLEY, 


Chief Executive Officer of the Agricultural Central Co-operative 
Association Ltd., London 


Just as there are some essential differences in the basic philo- 
sophies and structures of the co-operative and non-co-operative busi- 
nesses, so also there have to be differences in the approach of manage- 
ment to the problems they present. 


What are the aspects of management in a co-operative society of 
this type which differ basically from the management in a non-co- 
operative organisation of a similar size and function? There are six 
of these special aspects. 


1. Management and Members. 


Modern text books on management sometimes distinguish four 
separate responsibilities of management—towards the community, 
towards the workpeople, towards the customers and towards the 
shareholders. In an agricultural co-operative society, unlike other 
forms of business, the two groups of customers and shareholders are, 
to a considerable extent, merged into one group, who are known as 
the members. More accurately, perhaps, the members should be regarded 
as possessing the double status of customers who are primarily 
interested in fulfilling their own needs for goods of the best quality 
at the lowest price (or, if they are selling their own produce, in obtaining 
the highest price for it) and shareholders whose interest ought to be 
centred on the profitability of the organisation as a whole. In theory 
these two often conflicting interests should be in equilibrium but in 
practice, the member’s loyalty to the organisation as a shareholder 
is not always equal to his self-interest as a customer. 


No parallel to this situation exists in non-co-operative business 
where, although there is the same basic conflict of interest between 
shareholders and customers, they are for the most part two different 
sets of people. 
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2. Management and Directors. 


The. directors of a non-co-operative concern may or may not be 
required by its statutes to have shareholding qualiücations. Whether 
this is so or not they are, in the main, selected not for this reason but 
for their professional skills in the administration of large-scale 
business. In an agricultural co-operative society, on the other hand, 
few of the directors are ever professionals in this sense; their profes- 
sional skill and knowledge belongs to quite another sphere, namely 
that of agricultural production, and their business sense often has to 
be acquired after rather than before they take their places on the board. 


We now turn to a third aspect in which the management of a co- 
operative buisness differs strikingly from the management of a non- 
co-operative business. In this case what 1 am going to say applies 
more particularly to the English agricultural co-operative movement 
than to those of other European countries, though it contains, I think, 
a principle of some general validity, 


3. Sources of Finance. 


In other forms. of business a programme of development is worked 
out first and the money is then found, from one quarter or another, 
to put it through. In the circumstances of a co-operative the pro- 
gramme has to be worked out within the means of finance whose 
limitation can clearly be seen in advance. 


This distinction is of course only very broadly true; the scope for 
development is not so great on the one hand nor so restricted on the 
other as here described. It is a real distinction nevertheless and such 
circumstances are bound to have an effect on the outlook of manage- 
ment to new development which I can leave you to work out for 
yourselves. | 


4. Management and the Co-operative Structure. 


The corollary of the principle that a co-operative society has to 
be owned by its members is that no co-operative society can own 
another co-operative society as a company can be owned by another 
company. The consequences of this fact are far reaching and it will 
be possible to indicate only a few of them. 


5. Co-operative Incentives. 


A generation ago the concept of management was a great deal 
simpler than it is today when the idea that a manager’s job is simply 
to maximise profits has given way to the idea of a fourfold responsi- 
bility to the community, the workpeople, the customers and ‘the 
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shareholders. The co-operative manager’s job has never been capable 
of expression in such simple terms. One of its complexities is as has 
already been mentioned, that of reconciling the need to maximise the 
profits of the business with that of giving the highest possible return 
to the members and this, irrespective of any pressure to which he may 
be subjected, will call for very careful judgment of the effect of the 
alternative policies open to the society. As the society expands in size 
and strength, so also will the number of alternatives increase. There 
can be a situation in which a firm has a non-profitable part in his trade 
(small customers). The non-co-operative manager would quietly drop 
this non-profitable part of his trade and concentrate on his bigger 
customers. The co-operative manager is in a much more awkward 
position, for his smaller customers are members and shareholders in 
the society, each with the same vote as anyone else, while on the other 
hand he has to compete with his business rival who can pick and choose 
the business most profitable to him. The co-operative manager is 
forced to compromise. 


6. Co-operation versus Competition. 


The question of the correct relationship between the society of 
which the manager is the business head and for which he is responsible, 
and other societies to the membership of which he has no responsibilities 
but has certain inescapable obligations. This problem arises whenever 
societies come into commercial competition. 


The farmer’s own attitude towards competition between societies is 
somewhat ambivalent. Up to a point he welcomes it because he knows, 
better than most people, the value of competition in lowering prices 
and increasing efficiency. On the other hand it pains him to see the 
limited resources which the agricultural industry has to dispose of 
being wasted in any form: of duplication. As a producer he does not 
really mind whether his needs are to be supplied or his produce 
marketed through one society or another, provided the returns are 
equally good. 

ek 

It is hard to resist the conclusion that the task of the manager of 
a co-operative society is in many ways more difficult than that of his 
colleague in a non-co-operative business. If this conclusion is accepted 
it points to the need of better selection, better training and better 
rewards for the men who are to undertake it. In the future particularly 
as co-operatives and co-operative movements become larger, enthusiasm 
will more and more need to be reinforced by business acumen. 

It might be instructive however to consider, not so much the methods 
by which co-operative managers are to be produced, but how they 
are to be aided and reinforced when they are in office. It seems to me 
that the central co-operative associations can do a great deal in this 
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direction, and that if they apply themselves to this task with intelligence 
and imagination, they can render such assistance as may in part offset 
the ‘special difficulties arising in the management of co-operative 
business which have been mentioned earlier. 


as 
1. 


1 will be very brief about this, and the following should be regarded 
suggestions rather than fully worked out ideas: 


The larger societies with the more specialist services now recruit 
an increasing number of their young men from universities and 
colleges. It is very difficult for a singe manager to set about this 
task in an adequate manner but one whose own organisation is 
backed by a central association should be able to do so much 
more effectively. 


It should in theory at any rate be more easily possible to establish 
standards in respect of salary scales, pension, etc., when there is a 
central association to give the lead. 

Freedom of movement and transfer of staff is a big aid to greater 
efficiency. There should be better opportunities for this between 
co-operative organisations which are members of the same asso- 
ciation than for independent concerns. 


Where, as in England, accounts of co-operative societies have to 
be rendered in more or less standard form there are ready-made 
opportunities for interfirm comparisons, another great stimulus to 
efficiency, which are the envy of management consultants whose 
sole experience has been of non-co-operative business. 


Again, the similarity of one co-operative business with another 
makes the application of work study and similar aids to management 
a great deal easier. 

Finally, there is the first-aid or ambulance service which every 
central organisation has to provide in some form or other for those 
of its members who have landed in trouble through disregarding all 
the rules of good management but cannot, for the good name of 
co-operation, be allowed to reap the reward of their follies! 


CONCENTRATION IN AGRICULTURAL CO-OPERATIVE INDUSTRIES 
WITH SPECIAL REFERENCE TO ITS ECONOMIC ASPECTS 


by 
Prof. Dr. K. F. SVARDSTRÜM, 
University of Uppsala 


Concentration and centralisation are two different concepts. Con- 
centration means to increase strength by contracting volume or by 
employing all one’s power and attention but also, simply, to focus all 
this on one point. The meaning of centralisation is “to concentrate 
at a single centre”, Concentration thus means something more than 
centralisation. In connection with co-operative enterprises one can 
interpret concentration as a merging of small and scattered, individual 
activities in order to achieve the efficiency and bargaining power of 
large enterprises without giving up the individuality of the merged 
activities. In this respect concentration is essential to co-operation, 
not to say its very idea. 


Concentration in a Farmers’ Union or in Agricultural Co-operatives. 


The efficiency of a concentration in a selling or buying co-operative 
is measured by the more remunerative prices obtained by the members. 
However, such an efficiency can never be measured partly because of 
individual variations with regard to the free pricing of quality, 
quantity and of other supply and demand factors, partly because of 
different market relations of the farmers individually and partly and 
foremost because of the impossibility to identify any other price in 
the market than the prevailing one. Real prices cannot be compared 
with hypothetical ones otherwise than with the help of belief. Co- 
operation means to a certain extent a belief in power, i.e. belief in 
the possibility through co-operation to obtain a better bargaining 
power. The power referred to is of value not only for orderly marketing 
but also, e.g. when collective price negotiations with the government 
are entered upon; therefore it could be argued that the kind of efficiency 
as mentioned above falls more within the field of a farmers’ union 
organisation than within the field of a farmers’ co-operative association 
in the traditional conception of these two forms of activities. 
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Co-operative Concentration, 


Farmers’ concentration of buying and selling in a union or in a 
more formal business association no doubt can be characterised as 
agricultural co-operation. An agricultural co-operative organisation is 
based legally on the idea that its activities are an extension of the 
individually managed farming activity though administered in co- 
operation between the farmer-members. The co-operatives become 
more and more integrated, first, according to their branch and finally 
in a national co-ordinating federation for all the branches. The extent 
of merging thus attained is difficult to measure but generally not as 
far reaching as it looks. In co-operatives democratic decision-making 
and decentralisation are fundamental to the system. The members, 
therefore, are often wary of concentration; concentration sooner or 
later gives rise to a discussion about co-operative efficiency. Inte- 
gration within a specific branch is nearest at hand; the co-operative 
problem about capital contributions and profit distribution are less 
complicated than where the integration covers different branches. A 
problem of concentration is that of increased distance between the 
management and the individual members. Consequently, the members’ 
interest and knowledge of management has declined and, finally, doubts 
about the future of the co-operative enterprises have grown. Another 
fact is that the prices of the agricultural primary products are regulated 
to a considerable extent by the government. All this leads up to the 
present discussion in many quarters about the need for a structural 
rationalisation and reorganisation of agricutlural co-operations, ) 


Economy of Concentration. 


The Swedish dairy industry, may be taken as an illustration of the 
fact that the co-operation was started to make marketing more efficient. 
Both marketing and processing were regionally divided into sections 
(branches); the narrower the section the more rapidiy concentration 
and centralisation took place. Nowadays, a shift in the direction of 
the vertical integration is obvious. As to optimums for agricultural 
co-operation in the future the efforts should be focused in a new way 
on the farms in plural, which means on the farms in a given region or 
locality: Such a shift takes the form either of more co-ordination 
between the work of separate branch organisations or of a transforma- 
tion of single-purpose co-operatives into multi-purpose co-operatives. 
The specific economy of scale will be losing in importance compared 
with economies of other scales. 


NOTES AND MEMORANDA 


Sir Ralph Hawtrey on Keynes 


and the Unit of Production Measured 


in Real Terms * 


by Paul LAMBERT, 


Professor at the Faculty of Law, 
University of Liege. 


My eminent colleague Sir Ralph Hawtrey, in an extremely flattering note 
(published in The Economic Journal, June 1964, pages 476-478) on my recent 
book L’@uvre de John Maynard Keynes (Vol. I), raised once again the problems 
of the unit of measurement used in Keynes's General Theory. He said: “Pro- 
fessor Lambert says (pages 270 and 289) that the Treatise failed to find a 
unit of production in real terms, and that Keynes in the General Theory 
confined himself to a money unit and a unit of employment. That is a 
mistake. The Treatise (Vol. I, page 63) makes a strong case for a labour 
unit, and the fundamental equations base the price level on the wage level, 
diverging from it only by a factor depending on the difference between saving 
and investment. The General Theory makes the labour unit the basis of all 
its calculations, either assuming a fixed wage level or examining the con- 
sequences of variations in the wage level as being more fundamental than 
those in the price level.” 


. This remark calls for an explanation on my part. On page 289 I was 
merely referring to a well-known sentence in the General Theory (page 41), 
which reads as follows: “In dealing with the theory of employment I propose, 
therefore, to make use of only two fundamental units of quantity, namely 
quantities of money value and quantities of employment.” 


My point is that the wage unit is itself a sum of money units. If, as 
Keynes suggests in the above sentence, we are to analyse the General Theory 
exclusively in terms of two units, the two we choose must of necessity be the 
money unit and the unit of employment. If we try to make a fuller analysis 
we must use three units, namely the money unit (which is used in several 


1 This note is a reprint in translation of a note published in the Revue d'économie 
politique (Notes and: Memoranda section), 1964, No. 6, Nov.-Dec. 1964; it is published 
here by kind permission of the editors of that review. The translation has an 
advantage over the original in that the quotations from Hawtrey and Keynes can be 
given in the language in which they were written. 
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places, and in particular on page 285), the wage unit and the unit of 
employment. 


The making of all calculations on the basis of the unit of labour does not 
involve the measurement of production in real terms. Keynes actually points 
out (General Theory, page 40) that the measurement of production in this 
way cannot be accurate. It is well known that his opinion was quite different 
at the time of the Treatise; it was expressed on page 135 of volume I of the 
Treatise in the following terms: “Let us choose our units of quantities of 
goods in such a way that a unit of each has the same cost of production at 
the base date; and let O be the total output of goods in terms of these units 
in a unit of time; R the volume of liquid Consumption goods and Services 
flowing on to the market and purchased by consumers; and C the net increment 
of Investment, in the sense that O=R+C.” This is the distinction I was 
trying to make. 


In his reply to the criticisms made by Hansen (The American Economic 
Review, September 1932) Keynes dealt with this question in a rather super- 
ficial fashion. But as I tried to show on pages 329-331 of my book it was 
precisely because of Hansen’s criticisms that Keynes refrained from attempting 
to measure production in real terms in his General Theory. 


In his remarks relating to volume I, page 63 of the Treatise, Hawtrey goes 
a little further than Keynes himself. Keynes said: “It might be, of course, 
that in certain types of social organism there was a strong case on grounds 
of expediency for stabilising the Labour Power of Money rather than its 
Purchasing Power, just as there might be grounds for stabilising the price 
of wheat or the price of electrical power or the price of gold.” I myself 
pointed out that the wage unit occurred in the fundamental equations, on page 
326 of my book, in the following terms: “W, the rate of earnings per unit 
of human effort. Here is, in its earliest form, the ‘wage unit’ in the sense in 
which the term is used in the General Theory, namely as denoting the money 
wage of an hours employment of ordinary labour (page 41).” 


I passed on the gist of these remarks to Sir Ralph. He replied to me 
in a letter which he has kindly permitted me to publish and which reads as 
follows: 


“You point out that on pages 40-41 of the General Theory, Keynes 
expressed the intention of confining himself to two fundamental units of 
quantity — money and employment. But that did not prevent him from intro- 
ducing wage units on page 90, and continuing to use them thereafter. 


“In the Treatise the formula O=R-+C on page 135 is followed by 
P=W,+ 


—— 


on page 136. 





“You say that ‘the wage unit itself is a sum of money units’. But it is 
expressed in money units only for the purpose of eliminating the money unit. 
Income in money units is divided in the wage unit in money units in order 
to give income in wage units. 

“With regard to the passage on page 63 of Vol. I of the Treatise, I must 
confess that I overlooked the fact that Keynes himself used the expression 
‘a strong case. I meant that the whole passage on page 63 makes a strong 
case. 
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“Our difference arises from the fact that Keynes did not conform to his 
own expressed intention.” 

I must have been misguided in expressing my arguments as laconically 
and indirectly as I did on pages 270 and 289 of my book since even such 
a well-informed reader as Sir Ralph Hawtrey had no recollection of pages 40 
and 41 of the General Theory. Now that I have reminded him of the 
passages on those pages he addresses to Keynes himself the criticism he 
originally levelled at me. 


The only remaining question is that of whether the wage unit completely 
eliminates money — in other words whether production in real terms can be 
measured in terms of wage units. 


Sir Ralph is of the opinion that it does. In his second letter, in which 
he authorised me to publish the first, he stated very explicitly that the 
measurement of income in terms of wage units gave a unit of production 
in real terms and that Keynes had used the wage unit in that sense. 


lt should first of all be remembered that Keynes announced his intention 
of using the wage unit and defined it not only on page 90 of the General 
Theory, but even earlier —on page 41. Could it be that at the same time 
as he explicitly gave up all attempts to measure production in real terms, 
he was introducing a new unit of measurement designed specifically to attain 
that end? 

The answer is certainly negative. The only advantage of measurement in 
terms of wage units is that it eliminates the effect of changes in wage levels. 
To appreciate this it suffices to recall that the significance of an increase — 
to take the most frequent case—in wages varies greatly according to 
whether it is an adjustment of wages to an earlier increase in prices, an 
increase wrested from the employers by the trade unions, possibly to the 
detriment of profits, or an increase based on improvements in productivity. 


Prices may rise more than wages; even where the latter are tied to a 
retail price or cost-of-living index there is always a certain time-lag in 
wage adjustments; this time-lag is recognized in the regulations and agreements 
currently in force. Conversely a trade union may by its own efforts bring 
about an increase in wages before any change in price levels has occurred. 
Lastly, this relationship between wages and prices, where it exists, relates 
exclusively to retail prices; but the trends in the latter may differ sub- 
stantially from those in wholesale prices and more particularly in trends 
in the prices of capital goods. 


Even if the value of production is divided by a general price index, the 
result is not an accurate measure of production for the reasons which Keynes 
himself gave— disappearance of certain goods, appearance of new ones, 
changes in the quality of goods produced, changes in relative production costs 
in different sectors, etc. This is a fortiori true of measurements effected in 
terms of a wage unit, which may vary in a manner different from prices. 
Let us take the simplest theoretical case; that where from one period to 
another full employment is maintained in respect of both the quantities and 
qualities of goods produced and production levels remain the same, but 
inflation pushes up prices faster than wages. In such a situation measure- 
ment in terms of wage units would give the erroneous impression that 
production had actually increased. 
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The conclusion is even more obvious if one assumes that between the two 
periods. under consideration the amount of real capital investment increased 
or technical advances occurred. Let us assume, for example, that an increase 
in production per working hour leads to a fall in prices while wages remain 
unchanged. The use of the wage unit as the sole criterion of measurement 
of production will give the mistaken impression that production has remained 
roughly at the same level as before. 


It is only in the short term-— and then only provided that no change 
occurred in the real volume of invested capital and in techniques — that 
Keynes can explain the total volume of production as a function of employ- 
ment (irrespective of trends in wages).* However this is not the same thing 
as making the wage unit an accurate means of measuring production. 


Thus on the particular question under consideration here Keynes has in no 
way contradicted himself. He abandoned the search for a unit of measurement 
of production in real terms when he set out to develop his theory of employ- 
ment; he used the wage unit only to bring out this simple truth that in the 
short term production is a function of employment; he never suggested that 
the wage unit permits the accurate measurement of production. Nor did he 
confuse wage trends with general price trends; on the contrary, in chapter 21 
of the General Theory, which deals specifically with this subject, he 
specifically mentions a number of possible causes of changes in price levels 
other than changes in wage levels. 


In the Treatise on Money, it is true that Keynes used both the unit W 
(the precursor of the wage unit) and the unit W, (the cost per unit of produc- 
tion). Nevertheless, it should be remembered that the equations in which 
these symbols are used are all based on the first one, which assumes the 
possibility of measuring production in real terms. If the first equation is 
recognised to be invalid, all the others are likewise invalid. 


2 On this point see Joan ROBINSON: An Essay on Marzian Economics (London, 1942), 
page 23, note 2. This note does not appear in the second (1947) edition. 


Planning and Competition 


Notes on a Recent German Work! 


Two years ago, the programme of action of the EEC (Marjolin Plan), 
when endeavouring to make a start in programming and in a co-ordinated 
economic policy for the Common Market, came up against a vehement veto 
by Mr. Erhard, the present Chancellor of Federal Germany, who argued that 
“one cannot want competition on the one hand, and planning or programming 
on the other”. Following several public discussions before the Strasbourg 
parliament, and articles in the press, which showed the divergence of views 
between Mr. Erhard, the then Minister of Economic Affairs, and Mr. Hallstein, 
President of the Common Market, the Friedrich-List-Gesellschaft organised a 
colloquium in Frankfurt, from June 7th. to June 9th., under the aegis of the 
eminent Professor Edgar Salin, of Basle, with a view to discussing the problems 
of planning impartially and from a West German angle and in particular to 
consider the compatibility of planning in a system known as “Market Eco- 
nomy” (Salin, p. 88). The report of the discussion, which was in the first 
place confidential, and which enabled seventy-five persons chosen from 
politicai and public circles in business and in science to put forward their 
ideas, was published in the work under review. The assembly heard the view- 
points held by several foreign participants: Messrs. B. Cazes (France), F. 
Schumacher (Great Britain), O. Morgenstern (United States) and J. Tinbergen 
(Netherlands), who all expressed themselves, in their introductory statements, 
as in favour of planning or flexible programming. 


From one standpoint it is unfortunate that the organisers did not bring 
forward information on Belgian programming, established precisely in a 
country traditionally more liberal than the so-called liberal Federal Germany 
of our times. For the discussions must be given credit for showing clearly 
that the present German system is in reality one of mixed economy (p. ex. 
Salin, p. 221, Schneider, p. 215), that market economy is a theoretical! notion, 
an indefinite term having the value of a slogan, which really hides a conser- 
vative policy, and that, echoing Professor Neumark (p. 252), one could qualify 
it as an “interventionist system”. Professor Salin has clearly expressed his 
opinion of the much vaunted results of the German market economy: “The 
German ‘economic miracle’ appears to be a unique achievement only in the 
Federal Republic (German) … But the ‘economic miracle’, if one must use 
this expression, is just as noteworthy in other countries, and in my view, 
still more so in the Netherlands, France and Italy. It would therefore be 
better to show more modesty in the contention that seeks to prove that the 


1 Varn AUCTORES, Planing ohne Planwirtschaft — Frankfurter Gesprach der List- 
Gesellschaft (Planning without Planned Economy — Colloquium Held in Frankfurt, Or- 
ganised by the List-Gesellschaft), Kylos, Basle and J.C.B. Mohr, Tübingen, 1964, 297 pp. 
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German ‘economic miracle’ is attributable to her market system of social 
economy. Indeed, if one describes the achievements of any system as a 
‘miracle’, the Dutch régime, as also the French, would be found superior to 
the German régime,” 


What is more, these same Germans who cling so closely to a certain fixed 
vocabulary—one, however, without any exact meaning—show a psychosis over 
factual terms: for them “planning” inevitably evokes the spectre of totalitarian 
régimes—even the flexible planning of the French type seems to them to go 
too far. The initiator of the colloquium, Professor Salin, was obliged to 
exclude such words as “dirigism” and “interventionism” from his introductory 
report, since these are tainted by a depreciatory meaning in German political 
parlance. (p. 9). 


If some very influential German circles are already sensitive to word 
meanings, they live none the less in fear of the possibilities of planning or 
indicative programming, which, generally speaking, was favourably received 
by those representatives of German economic science who were present at 
the colloquium. Here is a typical example of defensive argument used by 
certain responsible political and business circles in Germany: “We are toying 
here with measures which facilitate the transition from free market economy 
to a planned economy.” The favourable opinions of foreign reporters and 
German professors, along with the assurances given by Mr. Hallstein, plainly 
limiting the range of “guide-line” planning, contributed in a great measure 
towards lifting certain taboos and lessening the fears of the majority of 
businessmen and politicians represented. Nevertheless, one fails to find a 
concise answer to the quetions of whether Germany ought not to fall into 
line with the practices of her present or potential partners in the Common 
Market who already possess a system of planning or programming (France, 
Belgium, the Netherlands) or with those in process of setting one up (Italy), 
and above all, if she ought not to make a concession to the authorities of the 
Common Market by adopting the methods utilised by the partner countries. 
Some people would prefer, adhering strictly to the letter of the Treaty of 
Rome, while ignoring the problems which develop, that the Common Market 
authorities should extend the application of German economic policy, and tone 
down existing national planning systems. 


It is interesting to read, for example, the position held by Professor 
Miiller-Armack, creator of the words and doctrine of “market social economy”, 
and, as Secretary of State to the Ministry of Economics (until the end of 
1963), the dominating personality in German politics: “I find that, lately, dis- 
cussion has followed a one-way course, by presenting us with other con- 
ceptions, while there is manifest unwillingness to analyse the German system 
in all its consequences. I would ask all our partners to do just this. We 
will argue in favour of the market social economy as thoroughly as others 
argue in favour of long-term planning. In any case, synthesis cannot result 
from a purely unilateral process.” 


From a practical viewpoint the discussion seems to have led already to 
some partial results, since it has caused German political milieux to take into 
consideration the possibilities of anticipating and programming in matters of 
economics, and has inspired the latest projects of the committee of the 
Common Market. 


Furthermore, in a great number of details and concise, specific points, 
the collation of ideas which emerges from the report of the meetings is 





— 
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extremely valuable. The possibility of indicative planning seems to be evident 
(data can be obtained, and science begins to be capable of interpreting it); 
certain limitations, nevertheless, are obvious (how to anticipate, for instance, 
the evolution of technical progress?), the powers of decision arouse appre- 
hension (are they to be in the hands of civil authorities or of scientists?), 
the instruments and their eventual coercive effects remain a stumbling block 
(monetary, fiscal, budgetary policy or a direct action policy on the part of 
the civil authorities?), etc. These are only a few samples of the problems 
dealt with, in this extremely condensed work, | 


It is interesting to compare the favourable opinions of Schneider and 
Tinbergen, which are widely known, with the attitude expressed by Professor 
Salin towards collective economy, which, despite its length, we would not 
like to leave out. 


“Perhaps we could also agree with the fact that there cannot be a market 
economy without a basis of collective economy and collective law... 


“Doubtless, nobody has any intention of handing over the regulation of 
currencies, or that of weights and measures, to free competition; probably 
everyone would accept, likewise, the contention that the construction and 
maintenance of highways and canals is a task for the collective economy; the 
same thing applies, on our continent, to railways, and to postal, telegraph, 
radio and television services, and will cover, in the near future, air transport. 
All the same the field of communai economy does not correspond exactly to 
that of market economy. Is-it here solely a question of mistaken creations 
explained by history, or are there very good and very valid reasons why 
European States have excluded these sectors from free competition in order 
to organise them on a basis of collective economy? Unquestionably this is 
the case. But now it appears that, in several States, banks, coal mining and 
electricity are likewise nationalised. Could we satisfy ourselves in ascertain- 
ing here that this is a sin committed against the religion of market economy? 
Is it not rather our duty—precisely because we consider it essential to 
maintain private economy for as long, and to as great an extent, as possible 
to examine carefully the rational motives which have led to nationalisation, 
the rules governing the management of enterprises, and what successes or 
failures have resulted? And even where it turns out that there were no 
rational motives, but rather national decisions or political policies, as the 
source of one or other of these nationalisations, it is still our duty to weigh 
honestly, and without emotional bias, both successes and failures.” 


In short, whatever be the point of view taken—planning, Common Market, 
economic systems, economic policy, economic techniques, etc—we find either 
a constructive contribution or an interesting and varied line of reasoning 
in this work, and the same can be said, moreover, of all the publications 
of the Friedrich-List-Gesellschaft. Moreover, the theme and the nature of 
the discussions can be compared with the reports and the discussions of the 
Sixth Congress on Collective Economy. 

Edmond LANGER, 
Director of Studies 
at the University of Liège. 


An American Approach to Collective Consumption * 


Weisbrod is one of the few English-speaking writers known to us who 
use the word “collective” in economic analysis dealing with countries other 
than those of Eastern Europe. It is interesting to examine the meaning he 
attaches to the word. 


He takes as his starting point what he describes as the “classical” 
distinction between individual-consumption (private) goods and collective- 
consumption (public) goods. In his view this distinction is over-simplified 
in that it takes no account of goods of a dual character, namely goods (in 
the broad sense of the term) which, although of an individual-consumption ' 
character, nevertheless resemble collective-consumption goods in certain ways. 


A question immediately springs to the reader’s mind. The distinctions 
Weisbrod is making are extremely subtle; but is there a single good or 
service which does not form the subject of collective demand or at least 
collective desire? Secondly, when can a good be considered to be useful 
to the collectivity? 


The explanations the author offers are as follows: when a good is actually 
desired and purchased by consumers it 1s an individual consumption good; 
but if certain individuals who are not at present consuming that good expect 
to do so at some time in the future, then the good in question has at the 
same time a collective character, even if the potential purchasers do not in 
fact realise their expectations. In this situation there is an option on future 
production, and in Weisbrod’s view it would be reasonable to expect the 
potential consumers concerned to pay the equivalent of the “option value” of 
their anticipated future consumption. In fact, undertakings have no means 
of levying this charge on potential future consumers. 


Weisbrod admits that if this thesis is accepted there is, at least in 
principle, an option demand of varying degree for all goods and services. 
But difficulties will arise where the demand for a good is rare or erratic, 
where the good in question cannot be stocked and where, once production 
has been stopped, it is practically impossible to resume it when demand 
revives. 


No problem arises if only the first of these factors is present. If actual ` 
sales offer such a high return that the undertaking in question can meet 
any increase in demand without suffering. prejudice, option demand will be 
met at zero marginal cost by means of what might be described as a free 
by-product of normal day-to-day production. In other words, the needs of 
‘irregular customers are met at the expense of regular customers. 


* The following note briefly summarises and comments on an article by Burton 
A. WeEIssron entitled ‘“Collective-Consumption Services of Individual-Consumption 
Goods”, published in The Quarteriy Journal of Economics, No. 3, Aug. 1964, pp. 471-477. 
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The problem only arises where income from regular sales is insufficient 
to cover costs—in other words, when, from the exclusive standpoint of 
economic . profitability, the undertaking is about to be compelled to go out 
of business or cut down its activities. Where this situation exists, option 
demand is of real importance in that it gives a measure of the “external 
economy” of the undertaking concerned. 


Consequently option demand must be taken into account when examining 
the problem: “should a private firm be subsidised or possibly operated publicly 
rather than permit its services to be cut?” (p. 477.) 


In Weisbrod’s view the existence of option demand neither makes accep- 
tance of the first alternative necessary nor automatically justifies acceptance 
of the second. 


In short, Weisbrod’s thesis is that where a particular service cannot be 
provided at a profit one should, before cutting it down or discontinuing it, 
determine whether there is not a potential future demand which would make 
it preferable to arrange for the undertaking concerned to be subsidised or 
transferred to public ownership. 

| Arlette SCHMATZ, 


Assistant at Liège University. 


A Short Account of the Principal Public 


Enterprises in Great Britain 


(1) The Bank of England 


The ownership of the capital of the Bank of England was acquired by 
the State in 1946. 

The Bank of England still controls the bulk of credit operations, not only 
by the traditional methods of a central bank, but also through two special 
measures; on behalf of the State it exercises the exchange control which has 
been in force since 1939; by virtue of an agreement reached in 1958, with 
the London clearing banks and the Scottish banks, the Bank of England 
can demand from them the establishment of “special deposits”, which, not 
being freely available, do not form part of the liquid assets of these banks. 
This arrangement is made in order to allow for a reduction of the liquid 
assets of the banking system whenever the need is felt. 


(2) Electricity 


The organisation of the British electrical industry is carried out by a 
division of the country into two zones; England and Wales constitute one 
part, and Scotland makes up the other. Following various modifications, the 
position at the present time is as follows: 


(a) England and Wales 
Two central organisations have been set up: 


— The Electricty Council is primarily a consultative agency, empowered 
to give advice to the Ministry of Power on matters pertaining to the 
electrical industry; it must likewise help the Generating Board and the 
Area Boards, so as to ensure co-ordination in the development of the 
industry. 

— The Central Electricity Generating Board is entrusted with production 
of electrical energy and the supplying of the Area Boards. The twelve 
Area Boards are in charge of distribution and sale of electricity *. Added 
to each one of these is an Area Consultative Council, representing the 
interests of the consumers. 


* The Area Boards are as follows: London, South Eastern, South Western, Eastern, 
East Midlands, Midlands, South Wales, Merseyside and North Wales, Yorkshire, North 
Eastern, North Western, 
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(b) Scotland 
Two boards have been created: The North of Scotland Hydro-Electric 
Board and the South of Scotland Electricity Board; these are responsible 
at one and the same time, for production, transport and distribution of 
electricity, in the North and South of Scotland respectively. Attached 
to each of them there is an advisory council, representing the interests 
oî the consumers. 


Statement of accounts: 
Central Electricity Generating Board (financial year 1962-63): 


— Sale of electricity: 545,898,537 pounds (sterling) 
— Total statement: 1,638,935,431 pounds (sterling) 


North of Scotland Hydro-Electric Board (financial year 1962): 


— Sale of electricity: 18,440,266 pounds (sterling) 
— Total statement: 217,426,134 pounds (sterling) 


(3) Nuclear Energy 


The responsibility for research and expansion in the field of nuclear energy 

was given to the Atomic Energy Authority, by a law passed in 1954. 
The Authority runs a central office which is in charge of administrative, 

financial and localisation matters, as well as the furnishing of raw materials. 
The control of the establishments dependent on the Authority is held by 

five groups, which are: 

— The Research Group which directs pure and applied research for the 
peaceful use of atomic energy. 

— The Weapons Group, charged with research and development in the 
domain of nuclear weapons. 

— The Reactor Group, which is responsible for the creation and perfecting 
of nuclear reactors. 

— The Production Group, which manages factories producing uesionavle 
materials. 

— The Engineering Group, in charge of construction of buildings and ma- 
terials as also of research and experimenting in new combustible elements, 
with a view to future production. 


(4) Gas 


The central organ is the Gas Council, whose functions, advisory and co- 
ordinating, are identical with those devolving on the Electricity Council. ` 

Twelve Area Gas Boards are responsible for the -production and distri- 
bution of gas. A Consultative Council, attached to each one, ensures 
contact with consumers. 

The regional councils are as follows: Scottish, Northern, North Western, 
North Eastern, East Midlands, West Midlands, E Eastern, North “Thames, 
South Eastern, Southern, South Western. 
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Statements of accounts (financial year 1962-63): 


— Sale of gas, by the twelve regional councils: 273,678,614 pounds (sterling) 
— Total statement—twelve regional councils: 766,963,345 pounds (sterling). 


(5) Coal 


The nationalisation law provided for only one agency, whose authority 
extends over the whole country: the National Coal Board, principally con- 
cerned with questions relating to the national policy on coal and the co- 
ordination of plans for development. It is the National Board itself which 
set up regional organisations; the country was divided into nine coalfield 
divisions: Scottish, Northern, Durham, Yorkshire, North Western, East Mid- 
lands, West Midlands, South Western and South Eastern; at the head of 
eight of these divisions is a Divisional Coal Board, whose members are chosen 
by the National Coal Board; the South-East Division, which is small is run 
by a General Manager. 


~ . Contact with the consumers is ensured by two advisory agencies: the 
Industrial Coal Consumers’ Council and the Domestic Coal Consumers’ Council. 


Statement of accounts (financial year 1962): 


— Sale of coal: 889,000,000 pounds (sterling) 
— Total statement of National Coal Board: 1,169,043,000 pounds (sterling). 


(6) Land and Water Transport 


The whole of the nationalised land and water transport has been modified 
several times. The most recent change was made in 1962: a new law on 
transport (Transport Act of 1962) was, in fact, adopted, whose main purpose 
is to find a solution to the financial problems besetting those agencies estab- 
lished by the laws of 1953 and 1955, whose situation shows a deficit. The 
new agencies set up by the law of 1962 came into full possession of their 
powers on 1 January 1964. 


The British legislator, considering that the tasks given to the British 
Transport Commission by previous laws, were both too many and too 
diversified, decided that these activities should be split up and carried out 
by separate Boards, directly responsible to the Ministry of Transport for 
their management. They are four in number: 


— The British Railways Board: the Area Boards of the old system were 
replaced by the Regional Railway Boards, in charge of the management 
of the network in their district. 


— The London Transport Board. 
— The British Transport Docks Board. 
— The British Waterways Board. 
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The enterprises of highway passenger and goods transport! each func- 
tion under the authority of a board, and these are grouped in a Transport 
Holding Company, likewise responsible to the Ministry of Transport. The 
hotels formerly belonging to the British Transport Commission have been 
the subect of a transfer to the British Hotels Ltd., whose property is owned 
by the British Railways Board. Lastly, the services of British Railways cover- 
ing channel crossings plus certain anchorages used by them, have also been 
transferred to the British Railways Board. 


Three organisations belonging to the earlier system have been maintained: 


— The Transport Tribunal, responsible for questions of tariffs. 
— The Transport Users’ Consultative Committees (regional). 


— The Central Transport Consultative Committee, which works in conjunction 
with the appropriate minister, and to which he may make recommendations. 


Certain changes have nevertheless been introduced in the duties of these 
bodies; notably the regional committees have been called upon to make 
recommendations to the Ministry of Transport regarding the discontinuation 
of parts of the railway network, always taking into account the opinion of 
the passengers. 


Finally, the law of 1962 established the Nationalised Transport Advisory 
Council, whose duty it is to advise the Minister on all questions relating to 
nationalised transport undertakings, and especially on the question of their 
co-ordination. l 


(7) Air Transport 


Two large nationalised enterprises dominate British air transport: The 
British Overseas Airways Corporation (B.O.A.C.) and the British European 
Airways (B.E.A.). 


Heading each of these undertakings is a board which formulates the 
general policy of the undertaking. | 

An advisory agency, the Air Transport Advisory Council, offers’ advice 
to the Minister on matters which he himself brings up, and studies the com- 


plaints made by the passengers with regard to adequacy of air transport and 
tariffs. 


Statement of accounts (financial year 1962-63) 


B.0.A.C. B.E.A. 
Traffic revenue in pounds (sterling) ... 92,713,807 49,683,707 
Total statement in.pounds (sterling) ... 162,501,793 99,935,705 


Daniel DE BRULLE. 


1 The British Transport Commission had acquired the property belonging to two 
out of three of the largest passenger transport groups, the Thomas Tilling group and 
the Scottish Omnibuses group, plus a substantial part of the shares of the third group: 
the British Electric Traction group which has remained a private enterprise. Regarding 
goods transport, the Commission, despite denationalisation, has retained the ownership 
of 16,000 vehicles, run by five companies whose shares are in the possession of the 
Commission. 
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Financial Problems of a State-owned Company 


in Germany 


. Te situation of the giant VEBA (Vereinigte Elektrizitäts- und Bergwerk 
AG) state-owned holding company in the Federal Republic of Germany has 
recently given rise to much comment. The company is unable to meet the 
whole of its substantial investment needs by self-financing and loans. It has 
been suggested in some circles that this is another case in which the remedy 
is to issue “people’s shares”; on the other hand, those who question the 
validity of the entire policy of denationalisation through the issue of “people’s 
shares” argue, reasonably enough, that as VEBA is a publicly owned concern 
the primary responsibility for seeing that its financial needs are met .lies 
with the public authorities. 

The VEBA holding company was founded in 1929: it controls a number 
of powerful combines operating mainly in the mining sector (100 % ownership 
of Hibernia AG, the third largest coal producer in the Federal Republic) 
and electricity (84 % of the capital of the Preussenelektra company, the second 
largest producer of electric power). In addition, it still has a 16% share 
in Preussag even after the denationalisation of that firm. The individual 
combines in their turn control a large number of subsidiaries operating in a 
variety of different fields all over Western Germany, particularly in the 
electricity sector, and employing over 100,000 persons in all. 

It is widely believed that Hibernia urgently needs 200 million DM and 
Preussenelektra 650 million (1,000 million if the needs of subsidiaries are 
included) for investment purposes. The Federal Government, which owns the 
entire complex, has stated that it is unable to provide the sums required. 
Notwithstanding the substantial budgetary resources at their disposal (in 1962, 
for example, 17,500 million DM were spent on armaments) the parties in the 
government coalition want to take advantage of the opportunity to push 
through another stage of their programme of denationalisation (which they 
describe as a programme of. “spreading of ownership”) before the 1965 
elections. 

The German Federation of Trade Unions has protested against these moves, 
which it considers political in character and liable to cause considerable 
prejudice to the firms concerned, which are unquestionably of public utility. 

As the federal authorities clearly have no intention of taking any action, 
the DGB has recommended that such share issues as are immediately necessary 
be offered first to the provincial and local authorities and after them to subsi- 
diaries of the VEBA group. Only when both have made their purchases 
should what remains be offered to private interests, who in any case should 
be allowed to take up shares only under conditions ensuring that the public 
authorities retain the majority of both shares and voting rights. 


Edmond LANGER. 


: Sources: Stellungsnahme des Deutschen Gewerkschaftsbundes zur Erhòhung des 
Aktienkapitals der Vereinigte Elektrizitäts- und Bergwerks AG (VEBA), (Düsseldorf, DGB, 
Oct. 1964). - 

Economic Policy Department, DGB: Material zur geplanten Teilprivatisierung der 
VEBA (mimeographed). 


A Soviet View of Western Co-operation 


(S.V. PRONIN, Democratic Socialism and the Problem of Co-operative 
Socialisation in England) * 


Note 


We asked our collaborator, Mr. V. Pardigon, to write a summary cor- 
responding as closely as possible to the-ideas propounded in Mr. S.V. Pronin’s 
recent work “Democratic Socialism and the Problem of Co-operative Socialisa- 
tion in England”. . It is indeed important for our readers to be familiar with 
the views held within the U.S.S.R. as regards co-operation in countries under 
a different régime. 


I met Mr. Pronin at a session of the International Co-operative School. 
He is a very intelligent and affable man. He told me, for instance, of the 
existence of a Russian translation of my work, “The Co-operative Doctrine”, 
at the same time making it clear that this translation was a limited edition 
and was reserved for the leaders of the Centrosoyus (Headquarters of the 
consumer's co-operatives of the U.S.S.R.). This fact did not seem to embar- 
rass him, but he knew that it did embarrass me; his awareness of our reactions 
did not prevent him from expressing himself with complete frankness. 


On reading this report, one will be surprised to find again the same 
arguments as those put forward during the Stalin era on the subject of 
Western co-operation. This example once more brings up the problem of 
the extent of destalinisation. In which fields are Russian economists free 
when they write? It is noteworthy that on a totally different theme, the 
problem of value, Soviet economists have for some time now been holding 
discussions among themselves with complete freedom, the reason being that 
Mr. Mikoyan, in the course of a congress of the Communist Party, expressly 
asked them to seek out the mistakes committed by Stalin in this field. 


Whatever the reason, it is astonishing that it should never occur to a 
man as intelligent as Mr. Pronin to wonder as to the possible consequences 
of Stalinian experience in the conscience of militant workers and especially 
of co-operators in non-communist countries. 


When one sums up the sequence of events, the pattern is quite clear: 
the dictatorship of the “proletariat” established by Lenin had as its aim a 
rapid and total liberation of the people, and the progressive disintegration of 


i Demokraticeskij socializm i problema kooperativnoj socializacii o Anglii, Mosva, 
“Nauda”, 1964, 205 pp., 2 annexes. Work published by the Russian Academy of Science, 
the Institute of World Economy and International Relations. 
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the State. But in fact it resulted, under Stalin, in a very long dictatorship of 
one man, and the strengthening of the powers of the State to an extent 
which had never been achieved, up to that time, in any phase of history. 


How then call on all the co-operators of the world to have faith in 
precisely those men who had been mistaken for so long in their interpretation 
of the Stalinian régime as the expression of the free will of the people? How 
is it conceivable not to understand that many of the people’s representatives 
seek a different path from that which had led to the loss of the most elementary 
liberties, not only of the capitalists but of the workers themselves? 


On the other hand, when Mr. Pronin speaks uniformly of the “Bourgeois 
State”, for the West, he obstinately adheres to a version which does not 
correspond with the facts. How could we describe as a “Bourgeois State” 
for example, the post-war Labour government which nationalised—manifestly 
greatly against the will of the capitalists—all the power sector, which brought 
the banking sector into line and which, moreover, brought in the National 
Health Service? 


Another unpleasant aspect is the contrast drawn by Mr. Pronin between 
good citizens, who are the members of the co-operatives, and bad, who are 
the leaders, although the latter were elected by the former. 


It would seem that a certain length of time will still have to elapse before 
a genuine dialogue between really free thinkers can be engaged upon, between 
the East and the West on economic and socia! problems. 


Paul LAMBERT. 


Report 


The printed work consists of three chapters, prefaced by an introduction 
and ending with a conclusion and two appendices in the form of tables 
giving the organic structure of consumer co-operation, of construction and 
production, as well as agricultural co-operation, in Great Britain. 


The author notes, to begin with, that our epoch is characterised primarily 
by the movement from capitalism to socialism. In whatever form this problem 
finds itself to the fore in all capitalist countries, above all those which have 
attained a high degree of development. This is why the Marxist-Leninist 
theory attaches so much importance to the many aspects of capitalism in 
the monopolist State, and, in the first place, to the search for practica! 
methods of building up socialism in those countries ripe for a radical upheaval, 
as much in the social order as in the economical, on account of the seriousness 
of the contradictions, both internal and external, of imperialism, the growing 
influence of world socialism and the failure of the colonial system. From 
these spring the concrete programmes established by the communist parties 
of a series of capitalist countries, with the aim of creating an anti-monopolist 
and anti-imperialist popular front, which is considered to be a necessary 
step on the road to the victory of the dictatorship of the proletariat. The 
platform of the Italian Communist Party (1956) and the French Communist 
Party (1961) are here quoted as an illustration. 


The success of the struggle of the communist parties against the capitalist 
monopolies depends for the most part on the progress of their unity of 
action with the mass organisations of the working class, the peasantry and 
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the middie classes of the cities. Amongst these mass organisations there are 
the co-operative unions; the communist parties in capitalist countries attach 
great importance to the activities of these unions, which in 1958 had more than 
132 million members in 108 countries of the capitalist world. The anti- 
monopolist tendencies of the co-operative movement constitute a potential 
reserve for the struggle made by the working class for the creation of a 
single anti-monopolist front and for new forms of democracy. Nevertheless, 
there are grounds for fighting the bourgeois tendencies of this movement, 
for the middle class does its utmost to keep co-operation under its ideo- 
logical influence by preaching “Democratic Socialism”, a variation of the 
fundamental theories of the economics of “Keynesianism”, seasoned by lower 
middle-class theories of co-operative reformism. 


The purpose of the present work is to make an analysis of the economic 
and political results of the development of co-operatives, of their social struc- 
ture and their political activity, keeping in mind the contradictions between the 
bourgeois leadership and the simple members of the co-operatives, between 
co-operation and monopoly and between co-operation and the bourgeois 
State, in order to show the concrete methods of maximal activisation of the 
co-operative movement in the struggle for the interests of the working classes. 


Granted that a theoretical analysis gives the most conclusive results, when 
it is based on actual fact, the study of the co-operative theory of “democratic 
socialism” and of co-operative reformism is limited to only one country 
England. The author justifies his choice as follows: it was in England that 
the first co-operative unions came into being, and the “Rochdale Principles” 
were formulated: English co-operative movements occupy the first place 
among co-operative movements in capitalist countries; it is, above all, an 
organisation of the working class. Historically, co-operative ideology was 
founded on the basis of social theories, like the Utopian socialism of R. Owen, 
the theories of W. King, and under the influence of the Fabian doctrines, 
and the “continental” theories of syndicalism, the socialism of the guilds; the 
co-operative aspect of present-day reformist British socialism, therefore, repre-. 
sents a combination of elements of old co-operative theories with new social- 
reform theories; lastly, in England, ideological problems are studied not only 
by co-operators and theoreticians, but also by influential organisations like 
Co-operative Union and its political department, the Co-operative Party. 


This first chapter is entitled “Democratic Socialism” and the theories of 
co-operative reformism. The author here outlines the march of ideas as to 
the social and economic role of co-operation in the second half of the nineteenth 
century, which produced three theoretical conceptions: the proletarian 
conception of K. Marx and F. Engels, the conception of the liberal middle 
class, so-called individualist, and finally the lower-middle-class conception of 
co-operative reformism which led successively to the theory of productive co- 
operation of the English Christian Socialists (from 1840 to the end of the 
nineteenth century), the theory of consumption-socialism professed by the 
Fabian school (1870 to the heyday of 1900-20) and to the school of social- 
reformist co-operation, which sprang into being in England before the Second 
World War and whose greatest activity is to be seen at the present time. 
S.V. Pronin then studies “democratic socialism” in greater detail, defining 
its fundamental characteristics which highlight the social-reformist conception 
of the problem of co-operation, as well as the social and economic role of 
the co-operative movement. 
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He endeavours to prove that the ideas of the British Labour Party 
regarding the problem of the co-operative movement lead, in the end, to 
the tendency to make co-operation into a monopolist cartel, controlled by the 
bourgeois State. The English social-co-operators, just like their Fabian- 
Labour and the Utopians of the “Co-operative Brotherhood”, declare that their 
objective is to achieve liberty, social justice, equality, etc., and they proclaim 
the failure of capitalism; their conceptions lead to the myth of the third road 
existing between capitalism and socialism, ie. democratic socialism, which 
means union with right-wing Labour on the ideological level, and anti- 
communist in character; they are against political power, but for political 
control, and they vindicate the erroneous theory of middle-class democracy, 
or “economic democracy”, where co-operative ownership is assimilated with 
private ownership, to the beriefit of the capitalists. 


In the course of Chapter Two the writer compares the theories of social- 
reformism with the practical achievements of the co-operative movement in 
England: co-operation and the problem of the abolition of capitalist profit, 
co-operative democracy and the problem of productive relations, the partner- 
ship of workers and consumers within the co-operatives of production and 
consumption, democracy and agricultural co-operative organisations, co- 
operation and capitalist monopolies, and, lastly, co-operation and the “bour- 
geois State”. According to his analysis, co-operation is not capable of 
“socialising” the national economy, and the growing pressure of capitalist 
monopoly threatens its very existence; the co-operative programmes of the 
Labour Party and the Co-operative Party, who intend to develop “socialism” 
by means of co-operation under a system of mixed economy, give a mistaken 
idea of the socio-economic problem and the social possibilities of British 
co-operation under present-day conditions; the real problem consists, when 
the situation has been clearly weighed up, and with the interests of the 
working masses in view, to obtaining maximal activisation of the co-operatives 
in order to contribute to the struggle of the working class against the domi- 
nation of monopolist capitalism, for democratic reforms, and the victory of 
the democratic forces of the people; to declare that co-operative success 
automatically results in socialism in conditions of capitalist monopoly, as 
social-reformists insist, is pure Utopia; the carrying out of such a programme 
is all the more impossible since the bourgeois State watches over and 
protects the interests of monopolist capital and the financial oligarchy. The 
necessary condition for maximal co-operative growth, as much economic as 
social, in the fight against the ideological influence of reformism on the 
masses of co-operators, is in the political activisation of the progressive forces 
of the Co-operative Movement, which ought to put forward a positive plan 
of action, so as to carry the co-operative unions along with them in the 
anti-monopolist struggle of the working masses. 


The third and last chapter is devoted to the history of the contacts of 
English co-operation with political parties, to the political and economic 
problems laid before co-operation by the Labour Party, and to the theoretical 
and practical solution of the problem of the Co-operative Movement drawn up 
by the Communist Party of Great Britain, We known that in England, in 
the second half of the last century, infiltrations of liberals and Fabian 
reformists, had begun to appear within the Co-operative Movement. During 
the 1890s certain moderate leaders of co-operation became the originators 
of a political reawakening of co-operation, endeavouring “while not intro- 
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ducing politics into co-operation, to introduce co-operation into politics”, while 
socialist co-operators advocated the political alliance of co-operation with the 
Labour Party. These attempts met with resistance from the representatives 
of the liberal party in the Co-operative Movement, who were in favour of 
political neutrality. The Co-operative National Committee gave birth, in 1919, 
to the co-operative party, in which the majority of the highest positions were 
held by representatives of the Labour Party; the Co-operative Movement 
displayed great political activity in the ten years which followed; in 1946, 
the two parties signed an agreement for united action; this process of the 
subordination of the co-operative party to the Labour Party reached its 
height with the agreement of 1958. However, the struggle against capitalist 
monopolies remains the most serious problem of the British Co-operative 
Movement; this struggle is hampered by the machinations of the leaders of 
the right wing of the Labour Party, whose political line coincides with that 
of English governmental circles; the position of the British Co-operative 
Movement within the International Co-operative Alliance, is significant in 
this respect. Co-operative organisations cannot reach the maximum possibili- 
ties of development except by collaborating closely with communist organisa- 
tions and others in the workers democratic movement. The policy of the 
communist parties with regard to the Co-operative Movement is based on a 
Marxist-Leninist evaluation of every aspect of the co-operative unions operat- 
ing under the conditions of a capitalist society. These parties wage a 
constant war against the changes brought in by social-reformists to the 
progressive characteristics of co-operation; in particular, the British Com- 
munist Party considers that the foremost task of co-operation consists in 
pursuing its economic development to the utmost, in the interests of the 
working masses and in participating actively in the political struggie, headed 
by the revolutionary vanguard of the working class. 


The author concludes by saying that the analysis of the theory and 
contemporary policy of the British Co-operative Movement lays bare the 
anti-socialist nature of the ideology of co-operative reformism and shows 
that workers in capitalist countries can only make the best use of the 
co-operative structure, in their own interest, by inducing the co-operatives to 
take an active part in the political and economic struggle, led by the 
communist and workers’ movement, against the yoke of capitalist monopolies, 
for the achievement of peace, democracy and socialism. 


An analysis of this work shows it to be backed by an abundant docu- 
mentation, nevertheless it is to be regretted that the writer, judging from 
his references, had not seen fit to look into the work of Professor P. Lambert, 
“The Co-operative Doctrine”, which would have proved highly useful in 
clarifying certain aspects of his report, which, in some places, lacks coherence. 
On the other hand, one cannot but praise Mr. Pronin for giving his sources 
in their original language, and not in Euphonic Russian transcription, as is 
done by so many Soviet economists, a habit which makes it difficult to 
identify certain names of authors, Anglo-Saxon in particular. The personal 
convictions of the author are sometimes expressed at the expense of that 
objectivity which should have guided him in his study of a social and 
economic phenomenon of such importance. 


Vladimir PARDIGON. 
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1. Economic Problems and General Policies 


Ronald L. MEEK (Senior Lecturer at the University of Glasgow*): 
The Economics of Physiocracy. Essays and Translations, Uni- 
versity of Glasgow, Social and Economic Studies, New Series, No. 2. 
London, Allen and Unwin, 1962. 432 pp. 


This is an exceptional book, worthy of the highest standards of the 
University of Glasgow and of British scholarship in general. The author, 
who worked on it for over ten years, has remarkable gifts of penetrating 
analysis and lucid expression. in addition, he has the extensive knowledge 
of contemporary economic writings (including those of the Marxist school) 
which is essential to anyone setting out to write a truly comprehensive his- 
torical survey of social philosophies today, at à time when modern science 
is continually bringing up new problems unimagined by earlier writers. 


There can be no doubt that this book could not have been written but 
for the existence of certain earlier writings in the French language on the 
subject of physiocracy. Recognising his debt, the author dedicates his book 
“to the memory of Georges Weulersse”. But this book is certainly the best 
ever written on the subject. 


Obviously he was writing primarily for English-speaking readers. In the 
preface he states: “There are only two books in English on the general 
subject of physiocracy, and of these the only really useful one is now over 
sixty years old. And since the time of Adam Smith no more than a few 
pages out of the vast amount written of the physiocrats on economic subjects 
have been translated into English” (page 9). However, it is to be hoped 
that this book will penetrate well beyond the frontiers of the English-speaking 
world. 


The book begins with brief outlines of the lives of Quesnay and Mirabeau 
and a general outline of physiocratic thought. This introduction is descriptive 
rather than factual—the documentary evidence is not quoted until later on 
in the book—but Meek obviously has his subject at -his finger-tips. His 
description throbs with vitality yet is at the same time completely accurate. 


The first main section of the book is made up of translations of the 
writings of Quesnay—including his Rural Philosophy, which as the author 


* Since writing this book Mr. Meek has accepted a professorship at the Ee 
of Leicester. 
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proves in detail in footnote 1 of page 37, was in fact written jointly by 
Quesnay and Mirabeau—and a number of manuscripts which have not ap- 
peared in print in French. The choice is an excellent one. All the texts 
which have a bearing on the interpretation of the well-known Tables have 
been included. Particular mention should be made of the importance of 
Rural Philosophy as far as the “dynamic” aspect of physiocratic theories 
is concerned. 


The second (beginning on p. 263) contains an “amended version” of earlier 
articles by the author (Problems of the “Tableau économique”; The Physio- 
cratic Concept of Profit; Physiocracy and the Early Theories of Under- 
Consumption; Physiocracy and Classical Economic Theory in Britain). The 
last chapter in this section is entitled “The Interpretation of Physiocracy”. 


The author clearly shows that the physiocratic theory succeeds in re- 
conciling the principle of general interdependence and that of causality. The 
key variable of the system is the “net product” of agriculture, i.e. the dis- 
posable surplus over necessary cost. If this net product increases, economic 
activity will also increase; and vice versa. “If the net product is decreasing 
from year to year, a cumulative downward trend in the level of economic 
activity will take place, leading either to complete ruin or the achievement 
of a sort of sub-optimum equilibrium at a very low level” (pp. 21-22). 


This theory is in fact incompatible with the beliefs of a number of writers 
on the history of social philosophies, who claim that the physiocratic theories 
offer an embryonic form of what is known as Says “Law of Markets”. 
On the other hand, Meek explains why James Stuart Mill was mistaken when 
he claimed that the physiocrats were suspicious of excessive capital accu- 
mulation (pp. 313-314). The analysis of the physiocratic theories which 
may have inspired the first exponents of the theory of under-consumption is 
one of the finest parts of the whole book. 


There can be no doubt that the physiocrats had a very considerable 
influence on classical economic theory in Britain (see in particular the remarks 
on the relationship between Turgot and Adam Smith on pages 311-312 and 
those on the influence of the physiocrats on Malthus on pages 332-334). 
There can be no doubt either that Marxist theory is substantially indebted 
to them (the economic interpretation of history, the differentiation of classes 
of society according to their economic function, the systems of simple and 
expanded reproduction, etc.). But this is not all; in certain respects the 
physiocrats saw beyond the 19th century and foresaw the economic theories 
of the present day. As the author quite rightly points out, “the Physio- 
cats’ attempt to deal with the problem of long-term trends in income and 
economic activity in terms of variations in consumption and investment has 
a surprisingly modern ring about it” (p. 22). 


Of particular interest in this connection are the passages—all too brief 
in my opinion—in which the author compares the theories of the physiocrats 
with those of Walras, Keynes and Leontief (pp. 292-296). 


The main weaknesses of the physiocrat school are of two types. Firstly, 
their theories were insufficiently well grounded; they offered an explanation 
of the manner in which competition whittles away surpluses (i.e. profits) in 
industry and commerce, but were unable to offer any explanation why it did 
not do the same in agriculture (pp. 387-388). Malthus was the first to 
succeed in solving this problem. In the second place, they were lacking in 
foresight; although in the 1750s French industry was earning but little in 
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the way of profits, the situation was soon to change radically. In this 
connection the physiocrats were not “bad scientists” but “bad prophets” 
(p. 382). 


In a book of this size the reader will inevitably disagree with the author 
on a number of specific points. 1 would personally take issue with him on his 
interpretation of the role of the multiplier in physiocrat theory (p. 293), his 
argument that Malthus has very little in common with Keynes (note 1 on 
page 337) and on the extent to which Sismondi influenced Malthus (even 
though the author’s views on the subject, as expressed on pages 332 and 341, 
are of undeniable interest). One might also wish that the author had under- 
taken a more drastic revision of his earlier writings on the subject so as to 
offer a more coherent second part leading to a more comprehensive conclud- 
ing section. But these remarks are not of major importance. What matters 
is that from the beginning to the end of the book the author has complete 
mastery of his subject. 

Paul LAMBERT. 


Shirley T. WESTON: Confessions of a Girl Economist. New York, 
Pageant Press, 1953. 103 pp. 


Notwithstanding the somewhat startling title of this book, it deserves 
a note in the bibliography of the Annals because the principal ambition of 
its author is to propose a new interpretation of Marxism. 


The actual “Confessions”--which are mainly concerned with intellectual 
matters—take up less than half of the book. The author is neither a 
materialist nor an atheist; she has a deep admiration for the United States 
Constitution and has no use for any political system in which the fundamental 
freedoms of the individual citizen are sacrificed. As a result of coming into 
contact with various influences, she lost faith in “free enterprise” and started 
to try to work out a blueprint for the ideal organisation of society. She 
very soon became convinced that the basis of this blueprint was to be found 
in the works of Karl Marx. She was still in her teens when she began her 
task; and, with the naiveté of youth, she was so impressed by a prophetic 
statement by Henry Adams to the effect that the way for the future progress 
of mankind would be signposted by a virgin (pp. 1 and 18-19) that she 
refused to marry until the book was completed. Time and time again she 
revised the text in order to take into account the comments she received 
from a number of readers, and in particular from a German scientist who had 
emigrated to the United States. 


Her main thesis was as follows: “Marx was not a State socialist but one 
who believed in a union of co-operative (profit-sharing) factories within each 
particular line of commodity production, each guided by the price system 
without any need of government control or planning” (p. 43). 


With the exception of this thesis, the author’s condensed descriptions of 
the Marxian economy are clear and usually accurate. Unfortunately, the 
truth of the main thesis is not demonstrated; a demonstration would in any 
case be impossible. Each time she speaks of “association in the individual 
lines of production” in her commentary (for example, on page 48) there is 
a reference, in the quotation from Marx or Engels on which her argument is 
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based, to a plan or conscious and pre-arranged control of society (pp. 48, 54, 
55 (note 18), 63, 66 (note 32), 82 and 89 (note 55)). 


In addition, the author attributes to Marx the idea that “it is not a question 
of abolishing profit as a determinant of production, but transfer of its owner- 
ship from the capitalist class to the working” (p. 74). Nowhere in the 
writings of Marx is there any suggestion or statement that profit—or what 
used to be known as surplus value—is a determinant of production in a 
socialist society. On the other hand, it is somewhat amusing to reflect on 
the fact that Mrs. Weston’s. theory is very much in line with the U.S.S.R?» 
latest economic policy (a note on which will be found elsewhere in this issue). 


It is true that Marx and Engels—like Proudhon—were both of the opinion 
that the establishment of a socialist system would gradually lead to the 
withering away of the machinery of the State. But this concept was based 
on the distinction which Saint-Simon drew between the “government of 
human beings” which was destined to disappear and the “administration of 
assets”, which was the only form of government destined to survive under 
the new system. As I explained in detail in my book Studies in the Social 
Philosophy of Co-operation, this distinction has no foundation in reality, and 
the misunderstandings to which it led paved the way for the tyranny of 
Stalin. The administration of assets inevitably involves the government oi 
human beings. Although Marx carefully avoided giving any description of 
the future society, he nevertheless referred repeatedly to its fundamental 
characteristic—the plan or planning inherent in socialism. But who but a 
central authority could take the responsibility for the framing of the plan? 
In the system described by Mrs. Weston the State would continue to exist 
and to perform its traditional functions but would not intervene in economic 
activity any more than it would in an entirely Liberal system: on the other 
hand, each line of production would be organised on the basis of the principles 
underlying the United States Constitution, with a legislature, an executive 
(the director with a suspensive right of veto of decisions of the legislature) 
and a judiciary, the members of all of which would be elected by the workers 
in that particular line (pp. 96-103). This would in fact mean that each 
individual branch or line would form an economically independent State 
within the State. 


Mrs. Weston makes no attempt to explain Marx by reference to his 
predecessors or his successors. In addition, she has nothing to say on the 
question of the similarities and dissimilarities of the Yugoslav experiment to 
the system she proposes. 


But the principal drawback of her book lies in the fact that she makes 
no attempt to describe the functioning of the institutions the establishment 
of which she proposes and does not éven seem to be aware of the difficulties 
of making them operate satisfactorily. Here are some of the questions one 
might ask: 


1, What definition of a “line” is to be adopted? The functioning of the 
system will to a great extent depend on this. For instance, will there will 
be one line for all extractive industries or a separate line for each metal? 
In the latter case, the fact that customers may buy one rather than another 
is of the utmost importance. 


2. If the consumers are not represented in the elected authorities what 
safeguard is there to ensure that a line will not indulge in the abuses typical 
of a monopoly for the greater benefit of the workers employed in it? 
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3. If the consumers cannot exert any influence to obtain satisfaction of 
their desires, and in the absence of any competition between different factories 
in a particular line, what incentive is their to make technical progress? 


4. Who will take the decision to establish a new line to manufacture a 
new product? 


5. How will a line be able to ascertain the medium-term demand for the 
goods it produces (and on that basis to calculate its own requirements in 
terms of manpower, energy, etc.) where the population, the national income, 
tastes and techniques are perpetually changing? If the necessary changes 
are to be forecast in time there must be an institution with an over-all view 
of the economy and consequently a central economic authority (which may, 
admittedly, be democratic and achieve its ends by influence rather than by 
coercion). 


One’s heart goes out to the author of this book; but her ideas need 
further working out. 
Paul LAMBERT. 


Gewerkschaft, Wirtschaft, Gesellschaft — Beiträge zu wirtschaftlichen 
und sozialen Gegenwartsfragen (The Trade Unions, the Economy 
and Society—Contemporary Economic and Social Problems). 
Cologne, Bund Verlag, 1963. 440 pp. Price 32.20 DM. 


The various items in this book were written as tributes to Ludwig 
Rosenberg, the president of the German Confederation of Trade Unions (DGB). 
It is larger than most miscellanies of articles written as tributes to individuals; 
it contains a large number of individual contributions over the signatures- of 
32 different authors, including not only a number of well-known German 
authors from University, political, trade union and business circles, but also 
several non-German contributors, such as Tinbergen (Netherlands), Klenner 
(Austria), Geiger (Sweden), Monnet (France), Sir George Woodcock (United 
Kingdom), Buiter (ICFTU) and George Meany (AFL-CIO). The subjects 
covered included wage policies, economic planning, the individual under- 
taking under different economic systems, productivity, financial policies, con- 
centration, the role of the trade unions in the State and society, trade union 
programmes, social policies, etc. A résumé of the problems examined by some 
of the contributors follows. 


Dr. Erich Potthoff explains the advantages of flexible macro-economic 
planning, laying particular stress on the importance of the information made 
available under such a system from the point of view of the preparation of 
the plans of individual undertakings. 


Professor Tinbergen urges the establishment of a unified system of “natio- 
nal” (if one may use the term) accounting for the whole of the European 
Economic Community with separate subdivisions for each of the main eco- 
nomic regions. 


Dr. Otto Blume examines the problems of workers on retirement pensions 
from the sociological standpoint. 


An article by the late Dr. Deist, formerly the economic expert of the 
German Social Democrat Party, retraces the main steps in the development 
of trade union action (improvement of the material condition of the workers; 
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political equality; co-management) and examines the responsibilities which 
the trade unions will have to assume now that they have become a force of 
decisive importance in present-day economic, social and political structures. 


Dr. Walter Fabian, the editor of Gewerkschaftliche Monatshefte, called for 
greater freedom of expression for the press and for more dynamic trade 
union policies. 

All these contributions—several of which break new ground in their re- 
spective fields—form an excellent basis for discussion of the main problems 
arising in connection with programmes of trade union activity. Thus they 
provide an excellent background for the next article, which deserves detailed 
analysis. 


The eighteen-page article on the subect of collective-economy undertakings 
in competitive markets, by Walter Hesselbach, the chairman of the Board of 
Directors of the Collective Economy Bank, is of particular interest to readers 
of the Annals. The scope of the article is confined to the writings of authors 
in Western Germany on the subect, and the author consequently accepts the 
basic principles underlying the economic system in force in Western Germany. 
In the course of the article he refers to another article by Ortlieb published in 
the Annals in 1955. Ortlieb offers three possible interpretations of the term 
“collective economy”: (1) the sector of economic activity in the hands of 
public authorities and the “free collective-economy sector”; (2) undertakings 
operating primarily to provide a service—in other words, undertakings 
working directly to promote the greater welfare of a community or to achieve 
an aim which that community considers objectively valid (the definition for- 
mulated by Weisser in 1954); and (3) an economic system in which collective 
social institutions take part in the partial or complete co-ordination, planning, 
direct administration or indirect control of economic activity (the definition 
formulated by Huber in the same year). 


The author immediately rejects the third definition (p. 108), leaving the 
reader with a choice between two criteria, namely public or co-operative 
ownership and the aim of service to the community. 


The author is of the view that “the associations of ideas attaching to the 
terms co-management, ownership and planning make it difficult to discuss 
collective economy obectively and prevent the clear and unambiguous expres- 
sion of its aims”. On the subject of co-management he says: “I do not 
consider the granting of a right of control or a share in management to the 
partners in economic activity (entrepreneurs, workers, consumers) to be a 
sine qua non of collective economy.” This thesis, which is developed further 
in the article, is one which one would not normally expect to find in a 
miscellany of articles on trade union problems, and particularly in one 
written in honour of a member of a trade union federation (the DGB) which 
shortly after the war succeeded in.securing legislation making Germany the 
most progressive country in Western Europe in the field of co-management 
Personally, I feel that, although there may be temporary setbacks, collective 
(i.e. public and co-operative) economy has a decisive role to play in promoting 
economic democracy, particulariy at a time when the dangers inherent in 
the process of concentration are becoming greater and greater and the 
influence exerted by managers more and more apparent. 


The author inclines rather to the view that “questions of ownership have 
in principle no bearing on collective economy, within the framework of which 
… every conceivable type of legal organisation and form of ownership is not 
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only acceptable but actually encountered in reality”. The acceptance of this 
thesis— which he in fact develops—disposes of the first part of the definitions 
of collective economy which the author had begun by accepting in principle. 
The: only criterion remaining is what the author describes as “the aims 
pursued by an undertaking”. Certainly it seems to the writer of these lines 
highly doubtful whether a private capitalist undertaking can be led to 
pursue aims of general interest by factors inherent within it (articles designed 
to protect the interests of a minority of the shareholders). Until now the 
only sure means of guaranteeing the pursuit of the general welfare have 
been public control and the inclusion in the articles of the undertakings 
concerned of clauses specifically providing for compliance with the principles 
of the Rochdale Pioneers. Moreover, the existing types and structures of 
:collective-economy undertakings are riot necessarily the best. At present fierce 
but relatively fruitless controversies are raging in Germany over the reform 
of joint stock companies and in France over the reform of undertakings. 
Consequently this might well be the time to draw up special regulations 
giving collective-economy undertakings a status distinct from that of private 
capitalist undertakings, assigning them objectives in line with their aims and 
purposes and requiring them to have truly democratic organs of management 


The third argument advanced by the author is that “reasoned discussion 
of collective economy is impossible so long as collective economy and planned 
economy are placed on the same footing, even if the term “planned” is 
used in a positive sense implying not only the promotion of the general 
welfare but also the existence of democratic supervisory machinery”. At the 
end of the article he does in fact urge the establishment of a. “collective 
economy operating within an economic system comprising planning of a 
general and over-all character”. He goes into some detail on the “invaluable” 
services which collective-economy undertakings can render to the planning 
authorities. 


Within the body of the article he tends to assume that collective economy 
undertaings have only a single fundamental role to play. He defines this 
role in his conclusion as follows: “As I said earlier, the most important task 
of collective-economy undertakings in an economy which comprises planning 
of a general character is to act consistently as promoters of the competitive 
process ... regardless of whether the general tendency in markets is momentarily 
towards greater competition or towards planning measures.” 


In other words, he considers that the sole function of collective economy 
is to act as instruments of economic policy designed to stimulate competition 
or to promote it. This is fully in line with the attitude which he expresses 
categorically in his conclusion in the following words: “The basis of both 
present-day economy and present-day society is competition...” Elsewhere 
he describes “the tasks of collective-economy undertakings in monopolistic 
and oligopolistic market situations” and in “conditions of dynamic compe- 
tition”. He even goes so far as to specify “the tasks which collective-economy 
undertakings cannot undertake—at least in the early stages”. In his view, 
for instance, collective-economy undertakings should not be used as a source 
of additional budget revenue; to support sectors of economic activity or types 
of undertakings doomed to elimination by the competitive process; as guinea- 
pigs in the field of social policy if the experiment would lead to any sub- 
stantial increase in costs; to create social privileges; or as instruments of a 
contra-cyclical policy. 
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The foregoing is obviously true if, like the author, one examines the 
problem exclusively from the standpoint of competition. This is in fact the 
standpoint adopted by Eucken and his disciples. However, such an approach 
is too narrow. Although the model of perfect competition still retains a 
certain theoretical value, the work of Mrs. Joan Robinson (on the economics 
of imperfect competition) and Frangois Perroux (on dominating firms and 
economies) have demonstrated that it has little relation to present-day 
reality. In fact, the “market economy” system current in Western Germany 
is so honeycombed with restrictions and distortions of private as well as 
public origin that one may legitimately wonder whether the term is not a 
misnomer. In any case, it is a well-known fact that a large number of 
basic decisions on economic matters are dictated by extra-economic consider- 
ations. If the problems of collective economy are examined from this stand- 
point—in the wider context of complex realities—and if, in addition, the great 
variety of existing economic systems is taken into account, not only in the 
Western world, but also in the developing countries (where a number of 
essential functions are being performed by collective-economy methods), it 
will be seen that—as past congresses on the subject have pointed out—the 
aims of collective economy must be broadened considerably and possibly 
made more flexible as well. 

Edmond LANGER, 


Director of Studies 
at the University of Liège. 


Mélanges offerts à Henri Rolin. Problèmes de droit des gens (Mis- 
cellany of Tributes to Henri Rolin. Problems of the Law of Nations). 
Paris, Pedone, 1964. 606 pp. 


This fine book sets out to describe the work of Henri Rolin, both as 
a scientist and as a man of action, as seen through the eyes of those who 
assisted him or followed his teachings. lt contains 38 studies written by 
colleagues, disciples and friends of Rolin, “all focusing”, as the preface puts 
it, “on the aspects of the law of nations in which he was particularly 
interested or to which he devoted the most attention” (page VII). 


In fact the book offers tangible evidence that in many fields the voice of 
this great internationalist has been heard, his ideas accepted and his teachings 
followed. 


Some of these studies deal with the general principles of the law of 
nations (such as Guggenheim’s analysis of the development of the concept 
of sovereignty from the framing of the Digest to the time of Bartole and of 
Mosler’s observations on the concept of legal personality in international 
public law); others, such as Legros’s treaties on the future of international 
criminal law, relate to individual disciplines; others again, such as those by 
Briggs, Cavare, Rousseau, Francois, Monaco, Reuter and Van Bogaert, describe 
the functioning of international or supra-national institutions. Some are 
concerned with the past, others with the future; some describe past achieve- 
ments, others evaluate future prospects; but all of them reflect a universally 
inquiring mind. This gives an idea of the magnitude of the undertaking and 
also of its success. 
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The greater part of this miscellany is devoted to problems of the rights 
of man and international organisations. Susterhenn studies the development 
and .gradual application of the concept of fundamental human rights; while 
Glaser discusses the same concept from the standpoint of statute law. Slusny 
is deeply concerned by the problem of safeguarding fundamental human rights 
in underdeveloped countries; in his view “if a system of safeguards for 
human rights is to be more than a pious statement of intentions or mechanisms 
operating in vacuo it is essential that the international context in which the 
system is designed to operate offers a sufficient measure of homogeneity 
from the economic and social viewpoints. In particular, it is of the utmost 
importance that the differences in the levels of living and of technological 
progress achieved by the States forming part of the system should not be 
excessive” (p. 392). Modinos and Velu study individual aspects of the 
functioning and supervision of the machinery set up under the European 
Convention on Human Rights. 


Chaumont offers us a penetrating and exhaustive study of the significance 
of the principle of specialisation as applied in the international organisations. 
In his view all of them include both elements of an unorganised system of 
international commitments involving no more than the setting of standards 
and elements of a system of federal rule. He also believes that the concept 
of international public service is well suited to this intermediate and extremely 
flexible position. Lachs, writing on the part played by international organ- 
isations in the framing of international law, considers that “on the one hand, 
international law in general and its development have an influence on the 
development and structure of each organisation; on the other hand, the 
organisations themselves and their work and development influence in their 
turn the establishment and development of law in the broadest sense of the 
term” (p. 159). 


There are a number of studies of individual organisations by different 
authors. Salmon, writing on the subject “does U.N.R.W.A. have a personality 
distinct from that of U.N.?”, emphasises that U.N.R.W.A. has “a high degree 
of autonomy which in fact makes it in various ways an entity distinct from 
the organisation under whose auspices it was set up” (p. 346). Lastly, Waels- 
brouck offers us a “contribution to the study of the legal nature of the 
European communities” (p. 506). 


But the fundamental unity of the book—apart from the fact that it is 
the fruit of the labours of a number of people working together—lies in 
the fact that all the eminent men of law who contributed to it consider that 
international law has become what one contributor (Eusthatiades) describes 
as “an essential staple good” (p. 80). 


The primacy of international over domestic law, the recognition of man 
as an individual, as the subject-matter of the law of nations and the existence 
of an international law applicable to all people and all countries and of a 
veritable international public order—all theories to which Rolin was deeply 
attached—are stoutly defended here by one writer after another. Eusthatiades, 
for -instance, writes: “The affairs of one country are the business of all 
countries” (p. 80); Glaser says: “Man is becoming the essential object of 
international law” (p. 124); while Viraliy proclaims that “there is no field in 
which international law cannot make its influence felt” (p. 491). From this 
one may conclude, in the words of Tunkin, that in “every field of inter- 
national law radical changes have taken place” (p. 416). 
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It will be seen from the foregoing why everybody with any interest in 
this subject, the scope and extent of which Rolin dramatically depicted in 
April 1961 during his last lecture at Brussels Free University, will certainly 
read this book. In it he will find his own preoccupations reflected and 
probably answers to some of his problems. 


In the last article in the book, Zourek states that it is the duty of every 
Jawyer today “to propagate knowledge on the rules of international law and 
to see that those rules are observed by all States” (p. 534). 


Here is an echo of the appeal which Rolin made at the end of his last 
lecture: “Be servants of the law of nations; make the law a living thing; be 
faithful to the law as I have tried to be for the last forty years”.1 


Pierre MERTENS, 


Assistant Lecturer at Brussels Free 
University. 


Theo THIEMEYER: Grenzkostenpreise bei öffentlichen Unternehmen 
(Marginal Cost Prices in Public Undertakings). Westdeutscher 
Verlag, Cologne and Opladen, 1964. 243 pp. 


The book begins with a laudatory preface by Professor Weisser. The 
praise given has been well earned, not only because of Thiemeyer’s fidelity 
and devotion to his teacher, but also because by any objective standards 
this book ensures him a high rank among the younger generation of German 
economists. 


This book is not the fruit of an isolated and hurried piece of research. 
Since 1958 the author has had many opportunities to discuss the themes he 
develops here at length, both in his capacity as secretary of the ICRICE 
Scientific Committee and by virtue of his membership of the Cologne Research 
Institute of Public Undertakings. This is specifically recognised in the book 
itself; the appendix contains the text of the commission’s “theses” on price 
formation in public undertakings, which were published in the Annals two 
years ago. ? 


Thiemeyer draws extensively on the writings of authors in a number 
of countries—and in particular on German-, English- and French-speaking 
writers on this subject. Even so, the book is entirely German in its:approach; 
this can be seen not only in the author’s handling of the subject-matter but 
also in the need he has obviously felt to analyse the philosophical origins 
and the foundations of welfare economy before moving on to the specific 
question of price structures in public undertakings and in particular those 
where goods are sold at marginal cost. Consequently the first part of the 
book, which attempts to describe and define welfare economy as an expression 
of utilitarianism and to define in purely quantitative terms the essentially 
qualitative factor “welfare”, is oî interest to students of philosophy and 
politics as well as Se economists. But we shall not go into these fundamental 


1 “Le Droit des gens en 1961”, an extract from Chronique de politique étrangère 
(Brussels, I.R.I.), 1961, No. 4, p. 14. 
2 1962, No. 3, pp. 270-282, 
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questions further here; for the author does not seem to have had any intention 
of investigating them thoroughly. This may explain why he makes no 
reference to the original writings of certain Italian authors such as Caffè and 
Albergo and does not always reproduce in full all the warnings and revela- 
tions uttered not only by the theorists of the first welfare economy (Marshall, 
Pigou, etc.) but also the more subtle theorists of the “new welfare economy” 
(Pareto, Kaldor, Hotelling, etc.). 


In the opinion of the writer, the first part of the book is only of relative 
utility in solving the problems of sale at marginal cost by public undertakings. 
It is clear that the idea of selling all goods or services at marginal cost— 
(1) is a purely quantitative method (in its effects on production costs in 
relation to the distribution of national wealth) which affects material welfare 
and has no connection with human welfare; (2) is only valid, even under the 
best conditions imaginable, if it is universally applied. Consequently the 
partial application of the principle will by definition fail to yield maximum 
economic welfare. | 


However, where the principle is partially applied—as it is today by under- 
takings in the public sector in a substantial way—the problem arises of 
dealing with the losses sustained by undertakings producing at a marginal 
cost which is less than average cost. This is a matter for public finance. 
Moreover, the marginalist school of thought has induced in us the habit 
of accepting the concept of marginal cost as a kind of self-evident truth. In 
fact, however, its significance varies according to whether production costs 
are considered on a medium-term or long-term basis. 


Thiemeyer shows that he is fully aware of this problem, as he devotes 
the second part of the book to a critical analysis of price-setting in terms of 
marginal cost. His analysis is not purely theoretical (in other words, he does 
not examine the problems purely within the framework of simplified models 
—the only ones, in fact, with which economists can reach clear and precise 
solutions); he also deals with practical matters, giving particular attention 
to the nature of production in public undertakings. In this connection it 
should be remembered that French economists have made a study of electricity 
tariffs and have made interesting discoveries in this field. Thiemeyer has 
obviously taken these studies into account, but his analysis is infinitely more 
comprehensive and covers a large number of sectors. The care he has taken 
to establish all the practical consequences of a particular theoretical stand- 
point seems to offer adequate assurance of positive results regarding any 
criterion it is proposed to adopt for public undertakings with regard to the 
setting of prices in relation to costs. 


This critical analysis leads the author to the conclusion that there is no 
single criterion applicable for purposes of establishing price-setting policies 
to all public undertakings. For this reason he is prepared in certain circum- 
stances to accept other criteria. In particular, he accepts the conventional 
criterion of sale at average unit cost or the use of a multiple price schedule 
under which all production costs are covered by sales revenue. But what 
does the term “production cost” cover? Economic individualists are of the 
view that it should only include expenditure actually incurred by the under- 
taking; on the other hand, present-day social philosophies and current 
experience have clearly shown that there are social costs which have to be 
borne by outside parties and by the community as a whole without any 
compensatory benefit. The introduction of modern production techniques 
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has made this problem even more acute (pollution of air, of water, etc.), 
Moreover, it is one which public undertakings cannot ignore precisely because 
they are not profit-making establishments but rather institutions operating to 
promote the welfare oî large groups of citizens. 


In the third part of the book (the title of which A Critical Analysis of 
the Average Cost Principle—does not give a true idea of the wealth of 
subject-matter therein) the author examines all these questions and many 
others. Here he shows himself to be not only a perspicacious economist but 
also a man extremely concerned with social and political questions. 


At the end of the book there is a long bibliography. It probably lists 
only the books consulted and should not be considered as exhaustive. 


Giorgio STEFANI, 
Professor at Ferrara University. 


Albert LAUTERBACH: Kapitalismus und Sozialismus in neuer Sicht (A 
New Light on Capitalism and Socialism). Hamburg, Rowohlt, 1963. 
153 pp. 


Albert Lauterbach, who is of mixed Austrian and American descent, is 
already well known as a result of his earlier writings and particularly those 
on state intervention in economic affairs. His latest work is an extremely 
valuable book for popular consumption on recent developments and changes 
in the ideological nature of capitalism and socialism. It is written primarily 
for the general public in German-speaking countries, where an unshakeable 
belief in the beneficial nature of capitalism and all-too-facile tendency to 
equate socialism with totalitarianism are strongly entrenched. Adopting an 
approach and a method clearly inspired by the works of J.K. Galbraith, he 
sets out to ascertain whether there is still any relation between conventional 
doctrines and the ever-changing realities which have had such a radical 
influence on both the nature and the means of action of capitalism and 
socialism in the Western world. Capitalism has changed in aspect as a 
result of state intervention in economic affairs, decisions of a non-economic 
character, the increase in the powers of industrial management, industrial 
and economic concentration, the increased well-being in Western society and 
the opportunities offered by flexible macro-economic planning. But the 
system still gives rise to major problems—inequality of initial opportunity, 
of income and of wealth, to mention only a few. In the same way, socialism 
(in the democratic sense of the word) has become less rigid. An examination 
of the programmes and policies of Western socialist parties in recent years 
reveals that the nationalisation of means of production is no longer a sine 
qua non; the tendency today is towards flexible planning designed to permit 
a greater measure of social justice and a maximum of welfare, freedom and 
opportunity for the development of the personality. In the author’s view the 
main problem facing the socialists is that of reconciling national plans with 
the imperatives of economic co-ordination in the international field Thus the 
choice of systems of government in the developing countries—which may easily 
succumb to the temptations of totalitarianism—is a matter fraught with 
consequences. Lastly, he discusses the problem of the economic and social 
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systems which our future societies will adopt in the light of present-day 
psychological attitudes. The entire book is condensed into the compass of 
153 pages; obviously, therefore, the author has been unable to go into ail 
the problems touched upon in detail. 

Edmond LANGER. 


Georges LASSERRE: L'entreprise socialiste en Yougoslavie (Socialist 
Undertakings in Yugoslavia). Bibliothèque internationale de socio- 
logie de la coopération XIII, Paris, Editions de Minuit, 1964. 129 pp. 


Socialist doctrine in Yugoslavia as expounded in particular by Kardelj is 
hostile to bureaucracy and centralisation. The Yugoslav authorities have 
endeavoured to keep the market regulators functioning, while at the same 
time holding the centrifugal forces of a market economy in check by a system 
of flexible planning. The existence of the Federal Council Producers gives 
the workers themselves an opportunity of influencing or modifying the general 
trends in the economy; this system introduces a democratic element into 
planning. Moreover, the instruments by which the implementation of the 
plan is secured (investment policy, taxation, control of foreign trade, etc.) 
are used in such a way as to ensure that an individual undertaking cannot 
earn a maximum profit unless it directs its efforts towards objectives which 
lie within the framework of the plan. 


In Yugoslavia each undertaking, although subordinated to a number of 
higher bodies and under the supervision of several inspectors and similar. 
institutions, is an undertaking in the fullest sense of the term in that it does 
not receive specific instructions from the public authorities. 


The system of worker-management—the main instrument used by Yugo- 
slavia’s rulers to accelerate the country’s economic development has for the 
most part proved satisfactory, mainly owing to the establishment of depart- 
ments and subdivisions within individual undertakings. After various running- 
in difficulties, the machinery is gradually beginning to work more normally. 
A number of investigations have revealed that the powers of the collective 
bodies are gradually increasing at the expense of those of the individual 
managers. i 

The earnings of each undertaking—-after deduction of taxes and pro- 
duction costs—are placed at the disposal of the collective, which allocates 
the funds available to the different funds controlled by the undertaking and 
to individual incomes in accordance with rules laid down in advance. Thus 
the workers have a direct interest in the successful operation of the under- 
taking. 

Since the workers are now to a considerable extent in a position to 
control the furtherance of their own interests, the importance of the trade 
unions in Yugoslavia has declined considerably. They exercise certain func- 
tions in the field of social welfare or as representatives of the workers in 
dealings with the public authorities; but their main task is the education of 
the working masses—a fundamental problem in a country in which the 
majority of the industrial working class are recent recruits from agriculture. 

The Yugoslavs have also made somewhat tentative experiments with 
systems of communal management of a type similar to that practised under 
nationalisation legislation in capitalist countries. Lasserre is of the opinion 
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that the development of this system might offer a solution to a certain number 
of still unsolved economic problems. 


In addition, a systematic policy of socialisation has been followed in the 
agricultural sector. The results achieved by the workers’ co-operatives in 
the early years were so disappointing that in 1953 the entire system was 
overhauled. Eventually the most important and most frequently encountered 
unit of socialist agriculture will be the non-specialised, polyvalent co-operative. 
Organisations of this kind operate in a large number of different fields; 
but their principal function is the organisation of production on the basis 
of a mutual agreement between the co-operative and the individual peasants 
on the subject of the cultivation of the latter’s land. 


The last section of the book consists of an analysis of the results achieved 
so far. In the author’s view the benefits of the system substantially outweigh 
the drawbacks. Production and productivity are both increasing very satis- 
factorily. The system of worker-management has enabled the workers to 
become more than mere wage earners; it has broadened their horizons, 
developed their sense of solidarity and made them more aware of the common 
interest. Although there are still a number of outstanding problems (in 
particular differences between the wages and salaries paid by different under- 
takings and conflicts between the interests of individual undertakings and 
the general interest) there are a number of forces at work which will permit 
these problems to be overcome. 


Lasserre’s book brings out very clearly the originality of the Yugoslav 
system, which has succeeded in reconciling the principles of socialism with 
certain values which the Western world holds dear. The experiment proves 
that it is an over-simplification of reality to suggest that the world is faced 
with a choice between pure liberalism and authoritarian collectivism; there 
are in fact intermediate systems which meet the requirements of the present- 
day world economy while at the same time safeguarding a number of essential 
human needs. 

Arlette COLARD, 


Probationary Member of the Belgian Nationa! 
Scientific Research Fund. 


PUBLICATIONS OF THE FRIEDRICH EBERT FOUNDATION, BONN 


The Friedrich Ebert Foundation is responsible for a variety of activities 
in the educational field, mainly for potential leaders in Afro-Asian countries, 
and provides financial and other aid to students from those countries; in ad- 
dition, however, it carries on original research, arranges for the publication 
in German of works by foreign authors and organises seminars and discussion 
group meetings on contemporary problems. The Foundation’s work covers a 
great variety of fields—economic policies and problems of European inte- 
gration, basic choices, financial and budget policies, municipal finance, the 
problems of the Iron Curtain countries, social and contemporary history, devel- 
oping countries, etc. An analysis of some of the main books edited and 
published during the last few years under the sponsorship of the Foundation ` 
is given below. 
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Jan TINBERGEN: Grundlagen der Entwicklungsplanung (Design of De- 
velopment). Hanover, Verlag für Literatur und Zeitgeschehen, 
1964. 111 pp. 


This book was originally published in 1958 in English, under the title 
Design of Development.1 D was originally written at the request of the 
Economic Development Institute, founded in 1955 by the International Bank 
for Reconstruction and Development (IBRD). This is sufficient to show the 
author’s concern with the achievement of an extremely practical aim in a field 
of vital importance and one which has lost none of its urgency since the 
original appearance of the English-language edition. The book is a sort of 
manual or practical guide for developing countries, countries providing aid 
and international organisations and is designed to help them with their 
development planning by providing general criteria and specific standards. It 
is remarkably clear, logical, systematic and concise. The author specifies 
clearly the macro-economic and micro-economic factors to be taken into account 
in the establishment of plans and describes the indications of scale which can 
be obtained by examining the international situation in general when specifically 
relevant information is lacking. When he recommends procedures and tech- 
niques he usually provides concrete examples to illustrate his thesis; thus the 
latter can be easily understood by the authorities in the developing countries. 
In addition, the book has the merit of fully emphasising the importance of 
adopting a realistic approach when attempting to fix growth rates, deciding 
on investment policies, choosing between private and public enterprise, etc. 


Any person who has to deal with a problem of development on the 
theoretical or the practical plane cannot but benefit from a study of this 
book. 


Die Energiewirtschaft (The Energy Sector). Various contributors. 
Hanover, Verlag fiir Literatur und Zeitgeschehen, 1960. 306 pp. 


This book contains a detailed study of the main sources of energy produced 
in or imported by the Federal Republic of Germany—coal, electricity, gas 
and oil. Although the book is mainly concerned with these four sources, 
there are also sections on lignite, nuclear power and natural gas. The 
authors are mainly concerned with the situation in the Federal Republic of 
Germany, but nevertheless have included sections on the energy situation 
and fuel and power policies in Eastern Germany, Great Britain and France. 
Each of the principal sources of energy are studied separately; the subjects 
covered are the economic and technical situation of the relevant industry, the 
structure of the undertakings included in that industry, the market position 
and the economic and social framework within which it operates, due account 
being taken of intervention and control by public authorities. 

The situation and trends in the energy market in Western Germany are 
well known, all the more so as they do not differ significantly from those in 
other Western European countries. Consequently this note is mainly con- 
cerned with some of the conclusions of the authors’. 


1 Baltimore, The Johns Hopkins Press. 
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On the subject of the role of the public authorities in the energy sector, 
the authors are of the opinion—“although the danger of a monopoly situation 
has considerably abated, there are still weighty considerations militating in 
favour of the existence of a substantial measure of control by the public 
authorities over the energy sector in Western Germany. The provision of 
adequate supplies for all the different population groups and regions is and 
always will be best secured where public authorities or institutions for whom 
the earning of a profit is not a primary aim actually own undertakings 
operating within this sector and where the public control exercised by the 
State leads to the framing of the plans of large numbers of individual under- 
takings with a view to the better achievement of higher economic aims.” 


The conclusions relating to co-ordination at the national and supra-national 
levels include the following remarks: 


“In France the energy sector is organised along collective-economy lines; 
as a consequence, it has proved possible deliberately to pursue a co-ordinated 
policy. On the other hand, in the Federal Republic of Germany and in 
Belgium (to quote two examples) there is no over-all, co-ordinated approach 
to the problems of energy supply.” 


“So far each of the supra-national authorities has been responsible for 
one or more sources of energy—the High Authority of the ECSC for coal, 
the Euratom Commission for nuclear energy and the Common Market 
Commission for oil, electricity and gas.” 


“Effective and rational co-ordination of all sources of energy at the supra- 
national level is impossible until competence to handle all of them is placed 
exclusively in the hands of a single organisation. If possible, the authority of 
that organisation should extend beyond the frontiers of the Common Market 
and cover, for example, the whole of the area covered by OECD.” 


These problems and choices must be faced before future policies for the 
energy sector can be framed. 


Zur grossen Aktionrechtsreform — Referate und Diskussionen einer 
Fachtagung der Forschungsstelle (The “Major Reform” of Joint- 
Stock Companies; Report and Discussions of the Study Group 
Meeting organised by the Research Centre). Hanover, Verlag für 
Literatur und Zeitgeschehen, 1962. 165 pp. 


This book is a record of the discussions and reports of a study group 
meeting organised by the Foundation to permit exchanges of views among 
well-known representatives of public authorities, university circles, private 
business, the political world and the trade union movement on the subject of 
a Bill to introduce various fundamental reforms in the previously existing 
German legislation on joint-stock companies, which dated back to 1937. The 
need for such a reform has become continually clearer as a result of the 
accentuation of certain trends (such as the increase in the powers and res- 
ponsibilities of management) during recent years; however, parliamentary 
discussions on the subect have dragged out over a number of years, and so 
far only a relatively minor reform of the legislation on joint-stock companies 
has been effected (in 1959). Thus the problem is still one of considerable 
present-day interest. Although it relates specificaliy to the situation in West- 
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ern Germany (existence of the big combines, voting rights of banks, etc.) — 
where most public undertakings are organised as joint-stock companies—it 
may be of international significance in two respects. First of all, as German 
legislation on joint-stock companies applies beyond Germany’s frontiers (for 
instance, in Austria) any change in German legislation is liable to have 
repercussions in other countries influenced by German legislation generally. 
Secondly, Western Germany is not the only country in which the problem of 
adapting obsolescent legislation to present-day realities in this field is under 
active consideration. The highly controversial recommendations on the reform 
of the undertaking, put forward by Bloch-Lainé, which are at present being 
fiercely discussed in France and Belgium, bear witness to this. Thus the 
book is an excellent reference work describing the nature of the problem 
in the specifically German context. The specific subjects covered include 
the minimum value of shares, no-par-value shares, the prerogatives of the 
institutions of a company, the duties of the board of directors, people’s shares, 
the interests of minority shareholders, the classification of joint-stock com-- 
panies in three groups (giant, large and medium sized), the right of co- 
management, the voting rights of deposit banks, the representation of interests. 
in general and, more specifically, the safeguarding of the public interests. 
All these questions, the legal aspects of which are carefully studied, are of 
direct or indirect concern to collective economy if only in relation to publicly 
owned undertakings, social and trade union policies, etc. 


Werner PLUM: Gewerkschaften im Magreb: UGTT—-UMT—UGTA (The 
Trade Unions in the Maghreb). Hanover, Verlag fiir Literatur und 
Zeitgeschehen, 1962. 121 pp. 


In this book the author describes and discusses the trade unions in 
Tunisia, Morocco and Algeria, which unquestionably played an important part 
in the struggles of their respective countries for independence and are certainly 
a political factor to be reckoned with in Arab countries today. After 
describing the foundation and development of each, he analyses their attitudes 
and the choices before them in the field of economic policy (and in particular 
towards the problem of planning), social and domestic policies, education 
and international policies. The problems of principal concern to the Arab 
trade unions today lie in these fields. In conclusion the author briefly 
discusses the ideologies of the three unions with particular reference to their 
attitudes towards the International Confederation of Free Trade Unions. 


Edmond LANGER. 


Ezio CARIA: La Tutela della libertà di concorrenza nella C.E.E. con 
particolare riguardo alle imprese pubbliche (The Safeguarding of 
Free Competition in the E.E.C. with Particular Reference to Publicly 
Owned Undertakings). Vol. 18 of a series of studies and mono- 
graphs published under the direction of Mr. A. Mortara. Milan, 
Italian National Section of the ICRICE, 1962. 167 pp. 


In this study the author sets out to examine the provisions in the Rome 
Treaty with a bearing on competition and to determine whether the Treaty 
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discriminates in any way between publicly owned and privately owned under- 
takings. The main subect of the book is consequently the interpretation of 
article 90. | 


He begins by outlining the legislation governing competition in force in 
each of the member countries of the E.E.C. 


The Italian legislation is inadequate. It does not prevent the formation 
of monopolies or the conclusion of agreements between or. among under- 
takings. On the contrary, it tends to hamper competition, particularly in its 
intent to ensure that competition is not prejudicial to the interests of the 
national economy. The underlying attitude seems to be that competition 
is even more dangerous than monopolies. In France there is a well-known 
statutory provision to the effect that persons who artificially bring about price 
increases or decreases are liable to imprisonment. In addition, there is a 
prohibition on a number of practices such as the fixing of compulsory minimum 
retail prices, refusals to sell goods on offer and refusal to sell one item 
unless another one is purchased as well; various discriminatory practices and 
agreements are also forbidden. However, this legislation does not apply to 
state monopolies or to nationalised or municipally owned undertakings. In 
the Federal Republic of Germany an Act was passed in 1952 prohibiting any 
action designed to restrict competition and in particular agreements among 
undertakings, restrictive practices and discriminatory measures. It also lays 
down rules governing competition and provides for supervisory machinery 
and penalties for non-observance. This legislation applies to all undertakings 
without exception other than those of the Federal Bank and undertakings 
owned or managed and administered by the central Government. In Belgium 
an Act to provide safeguards against abuses of economic power was adopted 
in 1960. Agreements are legal so long as they do not give rise to abuses. 
The procedure for checking the latter is extremely long. The Act does not 
apply to the central, provincial and municipal authorities, publicly owned 
undertakings and institutions officially recognised as promoting the general 
welfare and subject to the control and authority of a Minister in Parliament. 
In the Netherlands an Act concerned mainly with the prevention of abuses 
came into force in 1956. However, it recognises as legal agreements of the 
kind covered by articles 85 and 86 of the Rome Treaty. In Luxembourg, 
in the absence of any specific legislation concerning safeguards for com- 
petition, abuses are punishable under ordinary criminal law. 


The author then turns to the subject of the Community regulations on 
the subect of competition. The Rome Treaty contains a number of provisions 
on the subject and makes allowance for situations which may indirectly 
distort patterns of competition (such as differences in national legislation). 
The subjects it covers include supervision of agreements and monopolies, 
assistance and subsidies and the correction of distortions arising from the 
content of the legislation to which individual undertakings are subject. In 
addition, it prohibits all agreements between undertakings or other practices 
designed to restrict competition. 


Although many studies of private undertakings have been made, there 
are relatively few on the subject of public undertakings. This is particularly 
surprising in view of the fact that the number of undertakings of this kind 
is steadily increasing. The author’s principal aim here is to determine 
exactly what is meant by the phrase “public undertaking”. In his view the 
fundamental criterion for distinguishing between a public and a private under- 
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taking is the importance of the profit motive. He examines the question 
mainly in the context of national and comparative legislation. He studies 
the problem of intervention by public authorities and the different forms of 
such intervention in the six member countries of the Community and concludes 
that, in spite of semantic differences, public undertakings form fairly homo- 
geneous groups in all six. He defines a public undertaking as “any 
organisation concerned with the provision of goods or services operating 
with a view to producing or exchanging goods or services and under the 
jurisdiction of a public body” (p. 102). However, the definition does not 
include institutions which, while meeting all its requirements, obtain the 
greater part of their resources by compulsory levies on the earnings or assets 
of particular groups of persons (the social security scheme is an example). 
He considers this definition to be purely technical in character and is of 
the opinion that it is valid throughout the whole of Europe. In the opinion 
oî the writer, however, it would have been simpler to use the distinction 
between agencies normally used in national accounting (the social security 
institution would have come under the heading of institutions which do not 
obtain the bulk of their resources from the sale of the goods and services they 
produce on the market, while an undertaking falls within the category of 
institutions which do). 


The Rome Treaty. contains only one article (article 90) on public under- 
takings. Moreover, this article has given rise to a number of problems of 
interpretation; in addition, it covers not only public undertakings but also 
three other kinds of undertakings—(a) undertakings with special or exclusive 
privileges, private undertakings operating under public utility concessions 
and undertakings with exclusive patent rights; (b) undertakings responsible 
for the management of services benefiting the economy as a whole; and 
(c) fiscal monopolies. The intention of the Rome Treaty is to prevent the 
development of special classes or categories of undertakings and to bring 
them all under the same regulations as far as competition is concerned. In 
the view of its framers, there are no “public” or “private” economies but 
only national economies. 


Lastly, the author examines the relation between national and Community 
standards. In this connection he describes a number of possibilities of taking 
legal action to secure compliance with article 3 of the Rome Treaty, which 
requires each Member to endeavour to avoid taking any measures liable to 
be detrimental to competition within the Common Market. In his view the 
existence of a system of regulating and safeguarding competition at the 
Community level is incompatible with the existence of a variety of different 
national systems, even if the latter are stricter. He argues that it is impossible 
to distinguish between private and public undertakings under articie 90 of 
the Treaty and that the provisions concerning competition are applicable 
to undertakings of both types. 


The foregoing is an objective summary of the author’s arguments. It is 
a well-known fact that his theses have been challenged. It should also be 
mentioned that he does not analyse the consequences of acceptance of his 
interpretation for existing public undertakings in the six countries of the 
Community. 


A. INGENITO, 
Research Worker at ICRICE. 
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Louis E. DAVIN: Economie régionale et croissance (Regional Economies 
and Growth). Paris, Editions Génin, 1964. 300 pp. 


The factors which have in the past determined the geographical location 
of economic activities have in recent years become less important. The 
existence of potentially available supplies of labour and raw materials must 
obviously be taken into account; but in addition a series of geographic and 
technical factors must also be borne in mind. For this reason “no action 
should be taken until the resources available and the scope for development 
have been objectively examined” (p. 24). 


One cannot set about stimulating growth in one region in isolation. À 
regional economy must inevitably be integrated into the broader surrounding 
context, regardless of whether or not the adjacent regions form part of the 
same political entity. Consequently there must be an over-all economic plan 
framed by representatives of the public authorities and the private sector in 
co-operation with technical specialists for use by each individual undertaking 
as a guiding light to be followed in its own plans. 


All undertakings are involved together in the process of growth. They will 
inevitably have to modify their structures in accordance with the dictates 
of the development plans. Technical progress will generally lead to the 
formation of production units of steadily increasing size, in particular by 
concentration and amalgamation and by the conclusion of co-operation or 
sub-contracting agreements. 


Perroux once pointed out that “growth does not take place everywhere 
at once; it begins at certain focal points at varying rates and expands through 
different channels and with end-effects which vary considerably throughout 
the economy”. The author recognises that the existence of factors favourable 
to the development of technical polarisation are of vital importance; never- 
theless, he stresses the importance of other factors such as polarisation through 
incomes, psychological factors of various kinds and geographical adaptations 
(i.e. the development of satellite centres around a principal centre). 


The financing of regional growth obviously gives rise to thorny problems. 
To overcome them new credit machinery and changes in fiscal policy are 
necessary. The author recommends that income tax be replaced by a 
differential tax based on expenditure; such a measure would in his view 
give economic agencies more incentive to engage in development work. Other 
measures which would encourage expansion include allowing longer periods 
for the recovery of business losses, preferential treatment for undistributed 
profits with a view to promoting self-financing, and tax provisions designed 
fo promote concentration. 


The author lays particular stress on the part which universities can play in 
regional development, not only through their general courses but also by 
establishing special institutions to study the needs of local industry. If the 
work of the universities is to yield the maximum benefit there must be close 
co-operation between them and industry. 


In particular regions certain factors essential to development may be 
absent; alternatively, all the factors may be present but unable to combine 
harmoniously. In the third part of the book the limitations on regional 
growth (political, financial, technical and other problems) are outlined. 


What is in fact needed is the development of information media to make 
economic agencies more aware of development problems, to promote a social 
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policy designed to attract and hold labour, to remove the barriers preventing 
sensible capital investment, and to facilitate the development of technical and 
vocational training on the scale required to build up a highly skilled labour 
force. The end of the book is a denunciation of “under-development among 
politicians”. It is becoming increasingly important that the public authorities, 
whose influence on the general direction of regional policies is steadily 
growing, should be able to ignore all petty electoral considerations when 
examining these problems. If satisfactory results are to be achieved, good- 
will is essential on the part of all concerned. Let us conclude with the words 
of the author: “Economic progress and the improvement of living standards 
in a context of full employment and steadily increasing production, productivity 
and incomes ultimately depend on the vitality and the behaviour of individuals, 
from the highest to the lowest and irrespective of the degree of responsibility 
they carry.” 
Arlette COLARD. 


Ingrid HEIDERMANN: Literatur über Entwicklungsländer III (Writings on 
Developing Countries — Volume II). Hanover, Verlag für Literatur 
und Zeitgeschehen, 1963. XXX11+373 pp. 


This book contains a list of the main scientific works of practical interest 
published in 1960 in English, French and German on developing countries in 
general and the developing countries of Asia and Africa in particular. The 
list of publications makes no claim to exhaustiveness but is nevertheless 
extremely comprehensive. 

It begins with a bibliography of bibliographies published during the 
period 1960-62. (It should be noted in passing that no mention is made 
of a sizeable bibliography on Tunisia compiled by J. Quéméneur and 
published in the Tunis I.B.L.A. Review in November 1961.) The list of titles 
is sub-divided into four main sections: 

I. Writings of a general character, with the following sub-divisions: general 
questions, population, education and science, social and psychological prob- 
lems, social policies, politics and administration, the Iron Curtain countries 
and communism in the developing countries, aid to development (general, 
international institutions, U.N., 1.B.R.D. and I.D.A., OECD, E.E.C., Germany, 
Great Britain, France, Israel, Sweden, Switzerland, the U.S.A.), economic 
systems, public finance, monetary problems, banking, planning, trade, agri- 
culture, communications, energy supplies and water, co-operatives, the work- 
ing class and the trade unions). 

II. Africa (same sub-divisions). 

III. Asia (same sub-divisions). 

IV. Individual countries (78 countries and territories in Asia and Africa, the 
same sub-divisions being used for most of them). 


These sections are followed by— 


(1) an alphabetical list of periodicals, against each of which appears a list 
of libraries in France, Germany and England where it can be consulted; 


(2) an alphabetical author index; 
(3) an alphabetical list of key words with subject references; and 
(4) a list of key words for each subject. 
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To ‘sum up, this is an extremely valuable reference work. However, it is 
a pity that the book only includes works published in 1960. 


Bruno REMICHE, 


Research Assistant af the National 
Scientific Research Fund. 


Eva BRAUN and Miroslaw PETRUSZECK: Literatur tiber Entwicklungs- 
länder IV (Writings on Developing Countries — Volume IV). Ibid. 
1963. 112 pp. 


This book is similar to the one described above, save that it only mentions 
Russian-language publications. It does not contain either a bibliography of 
bibliographies or a list of key words. It is somewhat surprising to observe 
that the Latin alphabet is used throughout. 

Bruno REMICHE. 


a2, Co-operation 


Les problèmes actuels du mouvement coopératif. Heiligenstein 23-25 
septembre 1963 (The Problems of the Co-operative Movement 
Today — Heiligenstein, 23-25 September 1963). Symposia of the 
Institute of Co-operative Studies, Volume I. Paris, Editions de 
l’Institut des études coopératives, 1964. 171 pp. 


The Heiligenstein seminar, which was attended by university teachers 
dealing with subjects with a bearing on co-operation, was convened to study 
the situation of the co-operative movement in the economic world of today. 


The movement came into being as a result of the poverty of the working 
classes and of a moral revulsion against the capitalist scale of values. 
Georges Lasserre described co-operation as a concept in which ‘economic 
activity offers everybody an opportunity of uniting their efforts to improve 
together their living conditions and, in the course of their joint efforts, to 
develop a feeling of comradeship which extends beyond the goal of material 
betterment and humanises social relationships” (pp. 12-13). 


It is clear from the different statements made that in the current stage 
of economic development co-operatives are gradually losing ground in compe- 
titiveness to other types of organisations. They have to face not only the 
problems common to all undertakings but also the special problems inherent 
in their particular nature. 


In earlier days the superiority of production co-operatives resided in the 
occupational skills of their individual members. As technological developments 
have gradually whittled away this advantage, co-operatives have been forced, 
in order to even the balance, to undertake substantial investments and to 
resort to all available sources of finance for the purpose. In addition, general 
progress has gradually reduced the social advantages (eight-hour day, holi- 
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days with pay, stability of employment, etc.) offered by the co-operative 
movement. 


In consumer co-operatives it is the consumers themselves who act as 
entrepreneurs. This situation obviously gives rise to a number of conse- 
quences (acceptance of powers and of risks, earmarking of profits), which 
are examined by Georges Lasserre. 


A strong and energetic co-operative movement is essential if the interesis 
of the consumers are to be adequately protected. However, in the opinion 
of Jean Lacroix the existence of such a movement may not always be enough. 
The co-operative sector has gradually lost momentum as a result of the 
rapid development of marketing techniques. It no longer has a monopoly 
of rationalisation, it takes a long time to adapt itself to changed conditions 
and has difficulty in making lasting progress. 


The co-operative movement in agriculture, in addition to the general 
problems of adaptation and modernisation of its methods, has also to cope 
with the vital problem of finding markets. In the opinion of Pierre Reymond 
the co-operative movement must in present circumstances concentrate sub- 
stantially. 


All the speakers agreed that the promotion of information campaigns, the 
establishment of research and planning centres and similar measures could 
help the co-operative movement in no small measure to surmount its present 
difficulties. Mr. Malassis describes an experiment in the field of co-operative 
education and promotion carried out by the National Agricultural Institute 
for Co-operative and Mutual Aid Research and Action. 


The book concludes with the text of an address by the manager of the 
Strasbourg people’s housing co-operative in which he describes the under- 
taking for which he is responsible. 

Arlette COLARD. 


Hendy H. BAKKEN: Basic Concepts, Principles and Practices of Co- 
operation. Madison, Mimir Publishers Inc., 1963. vii+104 pp. 


The author describes co-operation as a system of economic organisation 
combining the advantages of laissez-faire and of planned economy. The 
extension of the principles of democracy to the economic and social fields 
allows the members of the co-operative movement to achieve the greatest 
possible measure of welfare. 


He then determines the influence of co-operative management on the 
remuneration of factors in production and concludes that the co-operative 
movement is “technologically superior”. Only one factor—labour—is better 
paid than in the other forms of organisation; land and capital receive less, 
while the entrepreneurial functions are generally unpaid. 


There have been differences of views concerning the significance of the 
word “principles”. In the author’s view the term covers general ideas govern- 
ing the choice of the objectives of an association and of the means of 
attaining those objectives. He enunciates eleven co-operative principles and 
analyses them, at the same time describing the means by which they are 
applied in the United States and Canada. 
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- " Anybody may become a member of a co-operative provided that he meets 
the qualifying conditions. There must be no political, religious or racial 
discrimination. 


Co-operatives apply the “one man, one vote” principle, and decisions 
concerning the use of the society’s premises and installations are taken by 
majority vote. 

The activities of a society are restricted to the provision of certain specific 
goods or services; the society itself may not be used as a means of exploiting 
others. The goods and services are provided at cost, and any profits earned 
are returned to the members in proportion to their shares in the society’s 
activity. As they sell at prices approximating closely to their costs, they 
have no risk capital with which to meet possible losses; consequently risks 
must be covered by insurance policies, reserves or special funds. 


| There is an appendix containing the translations of the eleven co-operative 
principles into Arabic, Chinese, Finnish, French, German, Hindustani, Indo- 
nesian, Japanese, Norwegian, Russian and Spanish. The French translation 
at least is imperfect. 


Lastly, co-operatives must take responsibility for the education of their 
members, using all available extension techniques. 


The author concludes by explaining that these principles are not immutable. 
A society may choose to apply or not to apply some or all of them or to 
follow different ones. Co-operatives are living institutions; they must not 
be confined within an over-rigid framework but must be able to adapt 
themselves to the requirements of the aims each pursues. 


Arlette COLARD. 


INTERNATIONAL LABOUR OFFICE: Housing Co-operatives. Geneva, 1964. 
179 pp. 


Since its inception, and more especially since 1960, the International 
Labour Organisation has had an interest in the problem of workers’ housing. 


In this context the Co-operation and Small-Scale Industries Division of the 
LLO. recently published a study on the development and functioning of 
housing co-operatives in certain countries. 


The yardstick of comparison used throughout the book is what has been 
achieved in Sweden, and in particular the work of the Swedish National 
Association of Savings and Housing Co-operatives (HSB), the largest organ- 
isation of its kind in Sweden and the one most representative of the housing 
co-operative movement, and the Swedish National Building Society (SR). 

According to figures for 1959, one out of every three buildings completed 
in Swedish towns was constructed by the HSB or the SR. 

The book then goes on fo examine the situation in other Scandinavian 
countries (Denmark and Norway), the Federal Republic of Germany, Spain, 
France and Poland. 

This is followed by a chapter on Canada, the United States, the United 
Arab Republic, Colombia and India. 

The last chapter deals with co-operation and the housing problem in the 
developing countries. 
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In this chapter the main problems relating to the development of the 
co-operative movement in the housing field, and particularly those relating 
to legislative and financial matters, are discussed. 


In addition, the problems of co-operative education and training for 
persons wishing to take part in a housing programme are touched upon; 
for in many cases the development of a genuine co-operative movement has 
been hampered by the lack of a genuine co-operative spirit among the 
members. 


Other studies describing other approaches to the problem of house building 
or the achievements of housing co-operatives in other countries would 
certainly be of interest. In fact, the authors themselves recognise that the 
présent ‘study ‘is not exhaustive. 


This book, however, is only the first of a series. It bears the stamp of 
meticulous preparation which is the hallmark of the I.L.O. and even by itself 
offers a number of methods of a co-operative character by means of which, 
if coriditions are right, effective aid can be given to the homeless multitudes 
of the world. 

André HIRSCHFELD, 


(Revue des Etudes coopératives, 
Paris.) 


3. The Trade Union Movement 


Mino VIANELLO: La controrivoluzione industriale (The Industrial Counter 
Revolution). Milan, Edizioni di Comunità, 1963. 324 pp. 


In this book Vianello has made an extremely thorough study of the trade 
unions in the United States, especialiy from the sociological standpoint. The 
importance of the unions as a pressure group is sufficient to demonstrate 
the interest of the subject. In fact, this book was awarded the Adriano 
Olivetti prize for 1962. l 


Tannenbaum, to whom the book is dedicated, was the first to study the 
question in detail; his book, published in 1962, was called Philosophy of 
Labour. In his view the trade union movement originated in the fact that 
workers were gathered together at workplaces. Having only their earnings 
to live on, they demanded changes in their working conditions—the right to 
organise and to bargain collectively, the closed shop, a voice in wage 
determination and the fixing of conditions of work and, lastly, an opportunity 
to discuss their problems freely (p. 14). 


The unions set out to obtain these objectives gradually. Until 1935 their 
main concern was the right to organise. From that date onwards they 
gradually lost their character of instruments of class warfare; they became 
conservative social institutions seeking above all to maintain the privileges 
gained. 

. Vianello considers Tannenbaum’s book extremely important; none the less, 
hé levels certain criticisms at it. He challenges one of Tannenbaum’s starting- 
points (namely that at one time there was perfect mobility within the labour 
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force and that that state of affairs should be restored); but his main criticism 
is that Tannenbaum is morbidly suspicious of the State. The whole of Philo- 
sophy of Labour is permeated with hostility to the development of the Welfare 
State. Lastly, Tannenbaum’s attitude seems somewhat Utopian in that he 
considers the trade unions as the “builders” of the new society and as 
institutions with a moral and spiritual as well as an economic value. For 
him the ideal society is one organised on trade union lines. Vianello, on the 
other hand, considers a trade union as “an institution of an essentially 
economic nature, that is to say, an institution designed to cope with economic 
problems as they arise on the market and in particular to secure control 
over employment opportunities” (p. 52). A trade union is not to be equated 
with the working-class movement, which is a projection of an intellectual 
concept in which the proletarian is an element in the process of NEE 
of society (p. 52). 


The first chapter consists of a study of relations between unions and 
workers and the reasons which lead individual workers to join or not to 
join unions. The influence which the latter exercise over the lives of individual 
workers varies according to the character of the union—that is to say, the 
nature of its claims and the means by which it secures satisfaction thereof. 
The relations between unions and workers vary according to whether or not 
the workers concerned helped to establish the union. They also vary consi- 
derably from one branch of industry to another. Lastly, some firms, such 
as Standard Oil of New Jersey and the American Telephone and Telegraph 
Company, object to trade unions on principle; this hostility is reflected in 
the attitudes of their employees. 


The author then turns to the problem of non-organised workers. He points 
out the curious fact that the union leaders in the extremely large white-collar 
worker group do not seem particularly interested in finding solutions to the 
problems of their members. The propensity to establish trade unions is 
particularly marked in certain branches, particularly those in which work is 
carried on in relative isolation and contacts with superiors relatively rare. 


The author then turns to the subject of management. In his view manage- 
ment in the United States is predominantly of the old-fashioned type which 
considers trade unions as a foreign body in a healthy organism. However, 
the main reasons for the continual conflict between employers and unions and 
the lack of “coherence and dignity” (p. 104) in their relations are mainly due, 
not to economic factors, but to struggles for power—a purely psychological 
element. The struggle for power is in fact the principal motivating factor 
governing the relations between unions and employers today. Since the 
appearance of the first unions, the movement has developed considerably. In 
the early days the majority of union members were unskilled workers newly 
arrived from country areas or, in subsequent years, from foreign countries. 
Today, however, the proportion of salaried employees, members of the 
liberal professions and technicians is steadily increasing : (since 1950 the 
number of salaried employees has increased by 27 per cent. and the number 
of members from the liberal professions and technical branches by 55 per 
cent.; the corresponding increase in the number of manual workers was 4.4 
per cent. only). But this phenomenon is not peculiar to the United States 
and is not in itself particularly surprising. 


The general policy of unions on wages is to secure continual increases. 
This obviously entails concomitant increases in prices. It is somewhat sur- 
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prising to observe that the trade union leaders in the United States consistently 
ignore this problem, even though it is of vital concern not only to their 
members but to the national economy as a whole. In the author’s opinion 
this attitude is irrational and dangerous. 


Trade unions and employers are two monopolies with conflicting interests. 
Vianello believes that neither of them can accept the idea of planning and 
that they refuse to negotiate with the framers of national policy. The only 
exception to this irrational attitude is to be found in the tendency to draw up 
collective agreements applicable throughout the whole of a planned economy; 
this tendency is inspired by industrial and economic integration. An agreement 
of this kind would be beneficial in a number of ways, not least in that it 
would re-establish “an atmosphere of peace in line with morality, which has 
so often been defied in America, and eliminate the hard streak which seems 
to have worked its way into the very soul of American society” (p. 114). 
This aim will certainly not be achieved for many years; but it equally 
certainly will be achieved. There can also be not doubt that the Government 
can and must act as an adviser to which both parties will pay heed. Recent 
events seem to bear out Mr. Vianello; for at the November 1963 Congress 
the unions gave their support to the principle of planning.1 Their attitudes 
towards planning have certainly changed considerably since Vianello’s book 
was, published. 


The- root cause of the conflict between management and trade unions 
obviously lies in the differences between their respective attitudes towards 
production. The primary concern of the entrepreneur is to produce more, 
while that of the trade union is to secure from production the wherewithal 
for the workers to improve their living conditions. As the intrinsic interest 
of production work is continually decreasing, the unions endeavour to achieve 
their end by striving to secure reductions in working hours and changes 
which will make work less arduous and unpleasant. An examination of this 
problem leads us towards that of worker participation in the framing of 
decisions on matters of production. The author has made no attempt to 
go into the theoretical aspects of the problem. Instead he examines ten 
collective agreements. His conclusion is that, as each of them contains a 
clause specifying the type and amount of work each employee may be 
required to perform, workers do have a voice in decisions concerning pro- 
duction matters. On the other hand, it is extremely difficult to determine 
exactly how the worker influences production. There is still a deeply rooted 
conviction widely prevalent among workers that all technical progress and 
the introduction of new machinery are prejudicial to their interests. They 
often do not realise where their true advantage lies; for any method of 
restricting production inspired by a determination to work less or not to 
achieve maximum productivity will inevitably reduce national income and as 
a consequence the incomes of the workers themselves. The result is that 
every year millions of man-hours are wasted at a: total cost which steadily 
rises in proportion to rises in general wage levels (p. 157). 

The fact that the trade unions in the United States, unlike their counter- 
parts in Western Europe, do not play an active role in politics does not 
make them any less intransigent. To realise this one has only to consider 
the length and bitterness of some of the strikes which have occurred in 


1 Annals, 1964, No. 1, p. 69. 
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the United States, the like of which is unknown in Europe. An improvement 
in labour-management relations is essential for a variety of reasons, not the 
least of which are the low rate of increase of production (during the period 
1950 to 1958 the average annual increase was only 2.9 per cent.—less than 
in the countries of Europe) and the national balance-of-payments deficit. 
The author considers that these and other factors should convince the 
unions that they must accept some restriction on their freedom ‘of action. 


The authors conclusion is that co-operation between labour and manage- 
ment must be developed. To this end he recommends the organisation of 
“summit conferences” at which problems such as technical innovations of a 
relatively radical character could be discussed objectively. Even more impor- 
tant in his view is the need to bring about a change in attitudes; “the surest 
guarantee of progress towards peace in industry is the development within 
the unions of a feeling that they have a definite role in the industrial system” 
(p. 204). One of the main obstacles to such progress lies in the ingrained 
hostility of the trade unions to the Government and the judicature. 


In the last three chapters the relations of the trade unions with the 
economy, the State and intellectual circles are discussed. The author considers 
that the unions bear a considerable share oî the responsibility for unemploy- 
ment and inflation in the United States; his reasoning is that in order to 
survive the unions must secure a monopoly control of the labour supply and 
consequently of the cost of labour, with the result that wages are no longer 
competitive. (Here the reader may ask: competitive with what?) He also 
considers that the unions exercise pressure, practically without restriction, in 
a manner harmful to production and the economy. The slogan of the unions 
is still “more, more—now”, and, whatever they may say in their official 
statements of policy, they are not interested in long-term problems. The 
apparent lack of interest in trade union problems shown in intellectual 
circles—and particularly among sociologists, economists and lawyers—is in 
fact more apparent than real; the present situation arises from the fact that 
the unions expect the intellectuals to produce practical answers to practical 
problems of a kind which just cannot be squared with the information available. 
For instance, economists cannot accept union policies on wages, for they 
know that any wage increase not matched by a corresponding increase in 
productivity will inevitably lead to an increase in prices; “if acceptance of the 
policy of ‘more, more--now’ is essential for acceptance as a friend of the 
working classes, they will certainly forego the honour” (p. 295). 


There is much more to this book than pure description; although it 
dispels a number of illusions regarding the behaviour of unions and criticises 
them somewhat harshly, it is nevertheless a genuine attempt to suggest and 
show how unions could be refashioned so as to make a greater, better and 
more effective contribution to promoting the interests of the workers through- 
out the world. American trade unionists should read it; for it offers an 
explanation of some of their weaknesses. A careful reading might lead 
them to the conclusion that if the workers are to improve their lot further, 
structural reforms and planning, in which the union could play an influential 
part, are necessary. It is in fact well known that a few American trade 
unionists are already firmly convinced of this. 


A. INGENITO. 
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4. Sundry 


Harry BACK, Horst CIRULLIES, Giinter MARQUARD: Polec—Dictionary of 
. Politics and Economics—Dictionnaire de politique et d'économie 
Wörterbuch für Politik und Wirtschaft. Berlin, Walter de Gruyter 

& Co., 1964, 962 pp. 


It has. become a commonplace today to say that many arguments and 
polemics could be avoided if people agreed on the sense of the terms they 
use. The international organisations and associations, which are getting 
more numerous every day, have caused a literal revolution in language. New 
terms are.introduced to describe new concepts, especially in the fields of 
politics and economics. These terms are first invented in one particular 
language, to be adopted by and integrated into others. The public at large 
then starts using them as well, but often with little discrimination. 


The precise meaning of these terms and their equivalent in other languages 
is, however, often difficult to locate. It was the intention of the authors of 
Polec to fill this gap. They have given us a new type of dictionary: Polec 
supplies both a political and an economic terminology; it includes some 
14,000 words in English, French and German, in their absolute alphabetical 
order. This means.that the dictionary is fully integrated. A brief definition 
in the. original language is given for all words and reference is made to the 
corresponding terms in the two other languages. For every term, Polec 
thus supplies the translation, an explanation and details about its usage in 
the foreign languages. The book is thus both an encyclopedia and a 
dictionary. 

For ICRICE, it has just come in time for helping to solve its own problems 
of terminology. It will make work easier for our scientists and translators. 

It is finally worth noting that, in appendix, the book includes forty three- 
language charts giving the structure of the major organisations such as the 
United Nations, the European organisations, Comecon, the Warsaw Treaty, 
the Commonwealth, etc., as well as a recent political map of Africa. 


Arlette SCHMATZ. 
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